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TESTIMONY OF SCOTT A. BELL
CAUSE NO. 43579
SUGAR CREEK UTILITY COMPANY, INC.

1. Introduction

Please state your name and business address.

My name is Scott A. Bell, and my business address is National City Center, 115 West
Washington Street, Suite 1500 South, Indianapolis, Indiana 46204.

By whom and in what capacity are you employed?

I am employed by the Indiana Office of Utility Consumer Counselor (“OUCC”) as the
Director of the Water/Wastewater Division.

What is your educational background and experience?

I graduated from Purdue University in 1987 with a Bachelor of Science degree in
Industrial Management, with a minor in Industrial Engineering. I began working for the
Indiana Utility Regulatory Commission (“IURC” or “Commission”) in 1988 as a Staff
Engineer. While employed at the Commission, I attended the Western Utility Rate
Seminar sponsored by the National Association of Regulatory Utility Commissioners
(“NARUC”). In 1990, I was transferred to the Indiana Office of Utility Consumer
Counselor (“OUCC™) at the time of the reorganization of the Commission and the
OUCC. In 1999, I was promoted to the position of Assistant Director of the newly
formed Rates/Sewer/Water Division. In 2005, I was promoted to the position of Director
of the Division, which was subsequently renamed the Water/Wastewater Division. In
September 2006, 1 was appointed to be a member of the Water Shortage Task Force,

created by SEA 369 in the 2006 General Assembly and am currently serving a two year
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term. [ have attended numerous utility related seminars and workshops during my
employment. I have also completed additional coursework regarding water and
wastewater treatment at Indiana University Purdue University Indianapolis.
Have you previously testified before this commission?
Yes. | have testified in many causes relating to telephone, gas, electric, water, and sewer
utilities. Over the past ten years, I have testified exclusively on water and wastewater
utility issues. Some of those issues include the reasonableness of cost of service studies,
rate design, fair value, Replacement Cost New Less Depreciation (“RCNLD”) studies,
engineering related operation and maintenance expenses, and capital improvement
projects.
What is the purpose of your testimony?
The purpose of my testimony is to provide the Indiana Utility Regulatory Commission
(“Commission” or “IURC”) my comments, professional opinions and recommendations
regarding the requested relief in this cause.
What investigations have you performed in this cause?
I reviewed the Verified Petition filed on October 2, 2008. I reviewed the testimony of
Mr. Patrick Callahan and Mr. James W. Frazell filed on behalf of Sugar Creek Utility
Company, Inc. (“Petitioner” or “Sugar Creek™). 1 also reviewed Petitioner’s responses to
OUCC data requests. On March 19, 2009, OUCC Senior Utility Analyst Roger Pettijohn
and T met with Mr. Salis (owner of Sugar Creek and Heartland Resort) and toured the
utility facilities. On March 31, 2009 1 attended a meeting conducted by Triad
Engineering, Inc. regarding the proposed main replacement project. I also participated in

numerous meetings with OUCC Staff regarding this case.
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I also actively participated in the [IURC Investigation of Sugar Creek in Cause No. 43534,
which is still pending before the Commission. In that case I reviewed the Commission’s
Orders in Cause Nos. 39891, 41881 and 41913. Starting in 2007, I had numerous
telephone conversations with Diana Tompkins, Secretary of the Riley Village
Homeowners Association, Inc. {“Association™) and reviewed several documents that she
sent to the OUCC on behalf of the Association concerning Sugar Creek. On June 19,
2008 I met personally with Diana Tompkins and Bob McDaniels, President of the Riley
Village Homeowners Association. During this and subsequent meetings, I obtained
copies of many documents related to Sugar Creek’s utility service within the Riley
Village subdivision. I also took several pictures within the Riley Village community. 1
also met with counsel for Sugar Creek along with other OUCC staff. In that case I
reviewed QOUCC data requests and the responses provided by Sugar Creek. [ also
contacted the Indiana Department of Environmental Management (“IDEM”) and
obtained a copy of and reviewed numerous Public Water System Sanitary Survey / Field
Inspection Reports for Sugar Creek (dated from October 18, 2002 to June 2, 2008) and a
copy of IDEM NPDES Permit No. IN0036528, which became effective on July 1, 2006.
Please provide a brief summary of your testimony in this cause.

I provide a brief overview of Sugar Creek Utility Company, Inc. I then discuss Sugar
Creek’s regulatory history at the Commission. Then I discuss my concemns regarding the
number of EDU’s assigned to Petitioner’s affiliate, Heartland Resort and propose a

revised number of EDU’s that should be assigned.
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How is the remainder of your testimony organized?
My testimony is provided in the following sections:
L Introduction.
II. Overview of Sugar Creek Utility Company, Inc
III.  Regulatory History
IV.  Heartland’s Rate

V. Recommendations

II. Overview of Sugar Creek Utility Company, Inc.

Please describe Sugar Creek Utility Company, Inc.

Sugar Creek Utility Company, Inc. is a for-profit public water and sewer utility serving
residential and commercial customers in rural Hancock County, Indiana. More
specifically, Sugar Creek provides water and sewer utility service directly to
approximately 84 residential homes in Riley Village, a manufactured housing community
in Hancock County, and Heartland Resort, a for-profit camping resort. Heartland Resort

is affiliated with Sugar Creek through common ownership.

For its water utility service, Sugar Creek is classified as a Community Public Water
System by the Indiana Department of Environmental Management (“IDEM”) and has a
Public Water System Identification (“PWSID”) No. 5230006. According to the 2007
TURC Annual Report and the IDEM water facility database, it appears that Sugar Creek’s
facilities consist of two water wells, water pressure tanks, a backup generator and

distribution mains.
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To provide sewer utility service, Sugar Creek operates a Class 1, 0.06 MGD, extended
aeration wastewater treatment plant with a lift station, two aeration tanks, two final
clarifiers, a chlorine contact tank, and dechlorination facilities. The collection system is
100% separate sanitary sewer with no bypasses or overflows. IDEM has issued a

National Pollution Discharge Elimination System (“NPDES”) permit, which is currently

in effect.

III. Regulatory History

Please briefly describe Sugar Creek’s history with respect to regulation by the
Commission.

In Cause No. 39891, initiated in 1994, Sugar Creek Utility requested the grant of its
Certificate of Territorial Authority (“CTA™) to provide sewer utility service and approval
for an emergency increase in its rates and charges. In that cause, the Commission
initially authorized Petitioner (in its March 16, 1994 Order) to “increase its rates and
charges on an interim basis, subject to refund, for water and sewer service to its one (1)
customer, Riley Village ...”). Subsequently, in its April 10, 1996 Final Order, the
Commission approved a settlement reached by Sugar Creek, the Riley Village
Homeowners Association, and the OUCC. This Order granted Sugar Creek its CTA and
authorized a combined water and sewer residential rate of $80.84 per equivalent dwelling
unit (“EDU”). As part of its settlement of Cause No. 39891, Sugar Creek agreed that,
after a review of the utility’s records, either the Association or the OUCC could require
Sugar Creek to file a Petition seeking an adjustment in its rates and charges. The

Agreement further required the utility to install a back-up generator to prevent
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interruptions of service during power outages. The Agreement also established a

demarcation of responsibility between the homeowners of existing homes and the utility

for repairing and maintaining lines.

In 2000, after its review of the utility’s books, the OUCC initiated Cause No. 41913. In
that case the QOUCC sought a determination that Sugar Creek should lower its rates to
reflect the addition of customers, which relief was anticipated in the Settlement
Agreement reached among Sugar Creek, the OUCC, and the Riley Village Homeowners

Association in Cause No. 39891.

Also in 2000, the OUCC initiated Cause No. 41881, where it sought a determination by
the Commission that Sugar Creek Utility should directly bill its residential customers.
The two cases, Cause Nos. 41913 and 41881, were subsequently consolidated by the

Commission.

On June 29, 2001, in the consolidated Cause Nos. 41881 and 41913, the IURC issued an

Order approving the Modification to Stipulation and Settlement Agreement reached

between the OUCC and Sugar Creek Utility, in which the utility agreed to ultimately
lower its rates from $80.84 to $69 per residential dwelling unit. Sugar Creek also agreed
to give an automatic credit of four (4) residences to Riley Village Homeowners
Association (e.g., If there are 84 existing residential structures in Riley Village, Sugar
Creek would only bill the Homeowners Association for 80.). In exchange, the Public

agreed to dismiss its claims in Cause Nos. 41881 and 41913 without prejudice, and
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agreed not to raise the direct billing issue any sooner than four 4 years or the next rate
case, whichever first occurred. Both parties agreed not to seek a change to Sugar Creek’s

rates or raise any other issues addressed in the Modification to Stipulation and Settlement

Agreement that would be effective before July 1, 2005.

On July 11, 2008, the OUCC initiated a Complaint and Request for Investigation in
Cause No. 43534, In its Petition, the OUCC requested the Commission initiate an
investigation with respect to Sugar Creek's (1) billing practices, (2), certain operational
issues and (3) its rate structure. More specifically, the QUCC requested the Commission
investigate the utility's practice of collecting its rates from the Riley Village
Homeowner's Association and require the utility to bill and collect payment directly from
its individual residential customers. The OUCC also requested the Commission
investigate the utility's rate structure and require the utility to collect a greater part of its
required revenue from its affiliate, Heartland Resort. Finally, the OQUCC requested the
Commission investigate the utility's operational practices that impair its provision of
adequate service, and such other relief the Commission deems just. However, at the
prehearing conference in Cause No. 43534, before the opening of the record, Sugar Creek
announced that it intended to file a rate case. At that time, the OUCC advised that since
Sugar Creek would be filing a rate case, the OUCC would address the rate structure issue
as part of Cause No. 43579 and would not address the issue as part of the investigation in
Cause No. 43534. Therefore, I address below the number of EDU’s that should be

assigned to the utility’s affiliate, Heartland Resort.
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LY. (3) Heartland’s Rate

What does Petitioner currently charge its customers?

Petitioner currently charges its customers for both water and wastewater utility service on
a per residential home or equivalent dwelling unit (“EDU”) basis. Pursuant to the June
27, 2001 Modification to Stipulation and Settlement Agreement mentioned above,
Petitioner currently charges the Riley Village Homeowners Association a flat monthly
rate of $17.25 for water service and $51.75 for wastewater service, which totals $69.00
for each residence or EDU in the Riley Village subdivision. However, pursuant to the
Settlement Agreement mentioned above, the Utility agreed to provide an automatic credit
of four (4) EDU’s for home vacancies in Riley Village. Therefore, the Utility charges the
Riley Village Homeowners Association for 80 EDU’s (84 residential homes minus 4
credits for vacancies). The monthly bill to Riley Village is $5,520 (80 EDU’s times
$69.00 / EDU) plus 7% sales tax of $96.60 on water service totals $5,616.60 per month.

(Note: There is no sales tax on wastewater utility service.)

Petitioner also charges its affiliated commercial customer (Heartland Resort) a flat
monthly rate for both water and wastewater utility service. During the year 2008, the
Utility billed Heartland Resort for 31.56 EDUs at $65 / EDU / month for a total annual
bill of $24,617. For some reason, Sugar Creek did not include the 7% tax on water utility
service when billing Heartland Resort. As discussed more thoroughly in Ms. Stull’s
testimony, Petitioner should have been charging Heartland Resort the same monthly rate
of $69 / EDU / month that it was charging the Riley Village Homeowners Association.

However, it instead charged Heartland only $65 / EDU / month. Mr. Stull has made an
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accounting adjustment to reflect the appropriate monthly rate.
Do you have concerns about the number of EDUs Petitioner bills Heartland Resort?
Yes. As mentioned earlier, Petitioner bills Heartland Resort for 31.56 EDUs each
month. I am concerned that the 31.56 EDUs do not fairly represent the water and
wastewater usage of this commercial customer.
What portion of Sugar Creek’s current revenues are to be derived from Heartland?
Currently, Sugar Creek derives approximately 27.55% of its revenues from Heartland
Resort and 72.45% of its revenues from the Riley Village residential customers. As
mentioned earlier, Heartland Resort is allocated approximately 31.56 EDUs and the Riley
Village residential customers are allocated 84 EDUs. This current cost allocation was
established in the Modification to Stipulation and Settlement Agreement approved by the

Commission’s Order in Cause Nos. 41913 and 41881.

Has the number of customers changed since the monthly rates we established in
20017

In 2001 Riley Village subdivision had only 83 residential customers. Since that time,
Riley Village subdivision has added only one customer for a total of 84 residential
customers. Sugar Creek has not added any other customers. However, Heartland Resort
has added a number of water and wastewater service connections for additional
campground lots. In response to OUCC Data Request Question No. 9, which asked
“whether any campsites or other amenities have been added to Heartland Resort since
January 20017, Petitioner responded with the following;:

Since January 2001, a total of nineteen (19) additional campsites exist in

Heartland Resort. Since January 2001, thirty (30) new campsites were

added to the 700 section of Heartland Resort, and eleven (11) campsites
were removed in the lower section of Heartland Resort.
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The thirty (30) new camp sites in Section 700 provide both water and wastewater service.
Petitioner did not indicate whether the eleven removed camp sites provided water and
wastewater service or not. However, the thirty new campsites are served by the same
well providing service to Riley Village. The eleven campsites removed from the lower
section were not served the same well providing service to Riley Village, but rather by
the well on the east side of the creek. Therefore, the Utility is now providing water and
wastewater service to at least nineteen (19) additional camp sites.

In this rate case, has Sugar Creek proposed a higher number of EDU’s to be
imputed to Heartland?

No. Despite the larger number of campsites since the last rate review, Sugar Creek has
not proposed to charge Heartland for a larger portion of the costs of operating the utility.
Have you inspected Heartland Resort’s facilities?

Yes. On March 19, 2009, OUCC Senior Utility Analyst Roger Pettijohn and I met with
Mr. Salis and toured the utility facilities. 1 provide the following information regarding
the facilities that I observed during our inspection.

Wells: [ observed two water wells during my inspection. The first well or
“West Well” provides water to Riley Village residential customers and the
west half of the Heartland Resort. The second water well or “East Well”
was located in the lower or eastern portion of Heartland Resort. This well
reportedly serves the campsites and restroom facilities east of Sugar
Creek, however, I do not believe the well production is metered (Note:
The actual Sugar Creek runs from north to south and separates the
Heartland Resort campground into an eastern and western portion.) Mr.
Salis also explained that another well exists on the property. However, it
has not been used recently due to its poor condition.

Meters: [ inspected the meter pit with two (2) Neptune Water Meters (2"
meters). One meter was recording the water usage of Riley Village
residents and the other meter was registering the water usage of Heartland
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Resort. Both meters were working at the time of inspection. The meter
pit is located next to the West Well serving both Riley Village and
Highland Resort.

Pressure Tank: A small shed was located next to the well. The shed
houses a Shur-Dri Pressure Tank which reportedly provides water pressure
to Riley Village and Heartland Resort customers.

Backup Generator: I observed the backup generator that provides power
to the West Well in case of a power failure. During my visit Mr. Salis
manually started the generator and it operated for approximately 4 to 5
minutes. It is my understanding that the generator does not automatically
start when the power fails, but rather needs to be manually started.

Wastewater Treatment Facility: [ inspected the wastewater treatment
facility that provides service to all the customers of Sugar Creek Utility.
The wastewater from Riley Village residents and Heartland Resort (both
east and west sides of the creek) flows into a lift station next to the
treatment plant. The wastewater is then pumped to the wastewater
treatment facility. The wastewater treatment facility is an extended
aeration system with clarification tank, sludge digestion, chlorination and
dechlorination. An East Tech Flow Meter (Vantage Ultra Sonic 2220
Flow/Level Meter) was operational and indicated 4.31 gpm flow during
the inspection.

Did you observe any of Heartland Resorts facilities that may use water or
wastewater utility service?

Yes. I provide the following information regarding the Heartland Resort facilities that
would use water and/or wastewater utility service.

Gate House: This facility includes a large meeting room with restroom
facilities for both men and women (i.e. sinks, urinals and stools). This
building houses the Heartland Resort offices which included desks,
computers, etc, In addition, small items were for sale including snacks and
supplies.

Club House: This facility has a large meeting room and a kitchen area
with a commercial sink, refrigerator, and both men’s and women’s
restrooms with a total of four (4) sinks, five (5) stools, and two (2} urinals.

Camper’s Corner Building: Mr. Salis indicated that this building is used
for cooking breakfast and other meals for campers. [ assume commercial
cooking facilities would be present (i.e. sinks and dish washing facilities).
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Indoor Pool: The indoor pool has restroom and locker room facilities.
The men’s restroom has two (2) sinks, two (2) urinals, two (2) stools, and
three (3) showers. 1 assume the women’s restroom to have comparable
facilities. The indoor pool was more than half full of water during the
inspection. However, this facility is closed for the winter and opens
around Labor Day.

Snack Building at Beach: Mr. Salis indicated that the snack facility had
a restroom and sink,

Wash Room for Beach: Mr. Salis indicated that this facility was used by
campers that visited the beach area. This men’s and women’s restroom
facility includes a total of four (4) sinks, two (2) urinals, three (3) stools
and shower facilities.

Banquet Hall: Mr. Salis indicated that this building is rented out for large
wedding receptions and other large parties or gatherings. It has two large
room with men’s and women’s restroom for each room. A total of four
(4) stools, four (4) sinks, one (1) urinal, and a commercial sink in the
kitchen area.

Picnic Pavilions: These outdoor covered pavilions has both men’s and
women’s restroom facilities and a seating capacity of approximately 300.

Rest room Facilities (East of the Creek): Heartland provides two (2)
separate restroom facilities for both men and women. I inspected the only
restroom that was open during my inspection. That facility included six
(6) sinks, six (6) toilets, and three (3) showers on the women’s side and
comparable facilities on the men’s side. This facility also had separate
clothes washing room with four (4) washing machines and four (4) dryers.
This facility is heated and is open all year. Mr. Salis informed me that the
other restroom facility was closed during the winter months.

Dump Station: Heartland Resort provides a dump station that receives
wastewater from recreational vehicles (RV). If an RV is not directly
connected to the wastewater collection system at a camp site, the RV can
hold the wastewater in a tank and dispose of it at the dump station.

Campsites: Heartland Resort has approximately 280 campsites, of which
all are provided water service and approximately 200 are provided sewer
service.

Does the Utility have more accurate measured usage data (2001-2009) that would
support a change in the number of EDUs allocated to Heartland Resort?
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Unfortunately not. Petitioner has only two water meters, one measuring water usage to
Heartland Resort and the other meter measuring usage to Riley Village' residents.
However, in response to OUCC Data Request Question 7, which asked for Heartland
Resort’s average flow for both water and sewer service, Petitioner stated the following:
For water service, the flow meter was not operational between 2002 and
December, 2008. Between 12/3/08 and 12/26/08, the meter showed that
Heartland’s water usage was 9,800 gallons and Riley Village’s usage was
63,600 gallons. Accurate data is not available for January, 2009 due to a
main break. Sewage flow is measured by Astbury Environmental
Engineering, and monitors are not configured to separately measure
sewage flows of Heartland Resort and Riley Village. Astbury’s reports
show that the aggregate average flow from 12/29/08 to 1/27/09 was
1,469,700 gallons. Astbury is currently investigating whether the flow
monitor is accurate because the December-January flow figure is higher
than normal and there appear to be no usage changes that would otherwise
explain the increased flow.
Since Petitioner’s water meters have not been operational for the past seven years, no
accurate historical water usage data is available for either Heartland Resort or Riley
Village customers. The Utility provided no explanation as to why the two water meters

were not operating for seven years, although they have been recently repaired and are

operating now.

Also, it appears from Petitioner’s response to OUCC Data Request Question 7, that the
wastewater flow monitor may not have been operating properly during the month of
January 2009 and may not be able to provide reliable historical flow data. In an attempt

to determine the level of historical wastewater flow, the QUCC obtained directly from

' Currently, Petitioner does not meter the individual water usage of each Riley Village residential customer. Sugar
Creek only meters the volume of water pumped through the water main serving the Riley Village subdivision.



TR BN a4 S e = e e

o]

10

11

12

13

14

15

16

17

18

19

20
21

22

23

24

Public’s Exhibit No. 1

Cause No. 43579

Page 14 of 16

IDEM copies of Sugar Creek’s IDEM Monthly Report of Operation (MRO) for the
period of January 2008 through December 2008 (See Attachment 1) (Note: The OQUCC
was not able to obtain the September 2008 MRO). The monthly flow data reported on
the MRO ranged from over 2.1 million gallons per month for both May and December to
only 167,000 gallons of flow reported for month of July. This data is the opposite of
what would be expected for those months. Thus, it would appear that the data contained

in the MROs is unreliable as well.

What method would be most appropriate of establishing rates for the customer
classes?

The most appropriate method of establishing rates for the customer classes is through the
development of a cost of service study (“COSS”). It has been my experience that the
majority of water utilities regulated by the Commission have used a Base-Extra Capacity
methodology to allocate costs to customer classes for water utility service. This
methodology would not only take into consideration the base costs of providing service
but also the extra-capacity costs associated with peak demands. However, a key
component to developing a COSS is having accurate usage data. Since accurate
historical usage data is not available, 1 have not used a COSS to allocate any costs or
assign EDUs to customers. Given the size of the utility and the cost associated with
performing a COSS, I do not recommend Petitioner be required to perform a COSS.

In lieu of a cost of service study, how should the rates be established for the Riley
Village customers and the Heartland Campground?

In lieu of a cost of service study, a reasonable method of determining the relative cost of
providing water and sewer service would be to rely on the design flow rate requirements

for sewage collection systems under 327 IAC 3-6-11. Under that system, for a single
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family home, an average daily flow (ADF) is determined by multiplying the proposed
number of residential service connections (PRSC) by the General Average daily flow rate
(310 gpd/unit.) If Riley Village has 84 residential homes, the value would be 26,040 gpd.
With respect to campground sites, an average daily flow (ADF) i1s determined by
multiplying the proposed number of service connections (PCS) by the flow calculation
factor (FCF) for campground sites. The flow calculation factors are established by the
table provided under 327 IAC 3-6-11. A campground site with a sewer connection has an
FCF of 100 gpd, while a camp ground site without a sewer connection has an FCF of 50
gpd. Heartland Resort currently has 200 full hook-ups (water and sewer connections)
and 80 hook-ups that do not include sewer service connections. Thus, looking only at
campground sites, Heartland should be considered to have an average daily flow of
24,000 gpd (200 x 100 gpd + 80 x 50 gpd). Heartland Resort provides several other
amenities, as mentioned above, such as primitive campsites, banquet halls and meeting
rooms, golf, picnic pavilions, restroom facilities, snack buildings, sewage dump station
and a swimming pool. These uses also are indicated with a flow calculation factor under
327 IAC 3-6-11. For instance, a swinging pool bathhouse is considered to have 10 gpd
per swimmer and an Assembly Hall is considered to have 3 gpd per seat. Although
Heartland opens its facilities to people who are not staying at its campground, I did not
include these additional flows in my calculation of the EDUs to be assigned to Heartland,
though these flows could be significant. I would add that this methodology has no way

of capturing the flow produced by the primitive campsites.

Based on that analysis, how many EDU’s should the 280 campground sites be
considered?
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A single family residential unit is considered to be one EDU. One single family home is
considered to have a flow calculation factor of 310 gpd. In total, the 280 campground
sites in Heartland have an average daily flow of 24,000 gpd. Thus, the 280 campground
sites should be considered to have an equivalent of 77 EDU’s (24,000/310 = 77.42).
QUCC witness Ms. Stull has used these figures in determining the rates for Petitioner’s
customers.
Recommendations
What are your recommendations in this cause?
I recommend the Commission require Sugar Creek to charge its affiliate Heartland Resort
for water and wastewater utility service based on an allocation of 77 equivalent dwelling
units compared to the 84 individual dwelling units in Riley Village.

Does this conclude your testimony?

Yes.
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TESTIMONY OF MARGARET A.STULL
CAUSE NO. 43579
SUGAR CREEK UTILITY COMPANY, INC.

I. Introduction

Please state your name and business address.

My name is Margaret A. Stull, and my business address is 115 W. Washington St.,

Suite 1500 South, Indianapolis, Indiana 46204.

By whom are you employed and in what capacity?

I am employed by the Indiana Office of Utility Consumer Counselor (“OUCC”) as a

Utility Analyst Il in the Water/Wastewater Division.

Please describe your background and experience.

I graduated from the University of Houston at Clear Lake City in August 1982 with
a Bachelor of Science degree in accounting. From 1982 to 1985, I held the position
of Gas Pipeline Accountant at Seagull Energy in Houston, Texas. From 1985 until
2001 I worked for Enron in various positions of increasing responsibility and
authority; first in their gas pipeline accounting department, then in financial
reporting and planning, both for the gas pipeline group and the international group,
and finally providing accounting support for infrastructure projects in Central and
South America. From 2002 until 2003, I held non-utility accounting positions in

Indianapolis. In August 2003, I accepted my current position with the OUCC.
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Since jotning the OUCC I have attended the NARUC Eastern Utility Rate School in

Clearwater Beach, Florida.

Do you hold any professional licenses?
Yes. I passed the CPA exam in 1984 and was licensed as a CPA in the State of

Texas.

Have you testified previously before the Indiana Utility Regulatory
Commission (“IURC” or “Commission”)?

Yes.

What is the purpose of your testimony?
I address Sugar Creek’s proposed rate increase and specific revenue requirements. I

also propose pro forma adjustments to certain test year operating revenues and

expenses.

What have you done to formulate your opinions and prepare your testimony in
this Cause?

I read Sugar Creek’s pre-filed testimony and reviewed its schedules and work papers
filed in this Cause. I conducted a financial review of Sugar Creek’s books and
records as they relate to this rate case. I read the settiement agreement and the
Commission’s order for Cause No. 41913 and I reviewed the accounting schedules
filed as Attachment A to the settlement in this Cause. I also reviewed the filings and
discovery conducted in Cause No. 39891. Additionally, I reviewed Sugar Creek’s

annual reports filed with the IURC for the years 1994, and 1997 through 2007. I
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participated in the preparation of discovery questions and reviewed Sugar Creek’s
responses. Finally, I attended the Triad Associates, Inc. public hearing conducted
pursuant to the requirements of the State Revolving Fund (SRF) and several

meetings with other OUCC staff members to identify and discuss the issues in this

cause.,

Are you sponsoring any schedules with your testimony?

Yes. The attached schedules reflect the issues and testimony of the OUCC
witnesses in this Cause. 1 am sponsoring the following accounting schedules, which
reflect rates without Sugar Creek’s proposed water main/shut-off valve project

(““The Project™):

Combined Schedules
Schedule 1 — Combined" Revenue Requirement, Gross Revenue
Conversion Factor, and Reconciliation of Combined Net
Operating Income Statement Adjustments
Schedule 2 — Combined Comparative Balance Sheet as of December 31,
2008, 2007, and 2006
Schedule 3 -- Combined Comparative Statement of Income for the Years
Ended December 31, 2008, 2007, and 2006
Schedule 4 -- Pro Forma Combined Net Operating Income Statement
Schedule 7 -- Calculation of Combined Rate Base
Schedule 8 -- Combined Tariff — Current and Proposed Rates and
Charges
Sewer Schedules
Schedule 1S -- Sewer Revenue Requirement, Gross Revenue Conversion
Factor, and Reconciliation of Sewer Net Operating Income
Statement Adjustments

! “Combined” schedules include both water and sewer.
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Schedule 4S --  Pro Forma Sewer Net Operating Income Statement
Schedule 58 -- Sewer Revenue Adjustments
Schedule 6S — Sewer Operating Expense Adjustments
Schedule 78S — Calculation of Sewer Rate Base
Water Schedules (without The Project)
Schedule 1W --  Water Revenue Requirement, Gross Revenue Conversion
Factor, and Reconciliation of Water Net Operating Income
Statement Adjustments

Schedule 4W --  Pro Forma Water Net Operating Income Statement
Schedule 5W --  Water Revenue Adjustments

Schedule 6W —  Water Operating Expense Adjustments

Schedule 7W —  Calculation of Water Rate Bas

Why is the cost of Sugar Creek’s Project not reflected in your schedules?

It is not certain that the Commission will approve the project. Moreover, even if it is
approved by the Commission, it is not certain that SRF will provide the requested
financing or that all other obstacles to the project will be overcome. Most
importantly, Sugar Creek would not be permitted to earn a return on and of its

investment in the project until the project is in service (i.e. used and useful).

Are any attachments submitted with your testimony?

Yes.
MAS Attachment 1  Sugar Creek’s responses to QUCC discovery

MAS Attachment2  Test Year Income Statement Comparison
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II. Rate Overview

Please provide an overview of Sugar Creek Utility Company’s (“Sugar Creek”)
proposal in this case.

Sugar Creek proposes to increase its sewer rates by 29.5% from $51.75 to a monthly
flat rate of $67.00 per equivalent dwelling unit (“EDU). Also, Sugar Creek
proposes two alternative scenarios for water rates: Scenario A, without The Project,
would increase rates by 148.9% from $17.25 to a monthly flat rate of $42.93 per
EDU, while Scenario B, which includes the water project, would increase rates by
271.3% to a monthly flat rate of $64.05 per EDU. Currently, customers pay a
combined monthly flat rate of $69.00 per EDU; Sugar Creek is proposing a
combined monthly flat rate of $109.93 without the water project and $131.05 with
the water project. These rate increases equate to an overall increase of 59.33%
without the water project and 89.93% with the water project. (Although Sugar
Creek’s affiliated commercial customer Heartland Resort (“Heartland”) has

expanded its operations since rates were last set, Sugar Creek does not propose any

~ change in the number of EDU’s imputed to Heartland.)

Additionally, Sugar Creek is effectively requesting pre-approval of its water project.

Finally, Sugar Creek proposes to earn a return on and of an acquisition adjustment.

Briefly describe the QUCC’s recommendation for rates and charges.
The OUCC recommends an increase in Petitioner’s revenues from $90,857
to $115,412. However, since more EDUs should be allocated to the utility’s

commercial customer, Heartland, as described in Mr. Bell’s testimony, this will
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result in a decrease in the rates and charges per EDU. The OUCC recommends a
sewer rate decrease of 2.00% per EDU resulting in a flat monthly rate of $50.71
per EDU. The OUCC recommends a water rate decrease of 10.81% per EDU
resulting in a flat monthly rate of $15.38 per EDU, exclusive of the Project. Since

the Project is yet to be constructed, it cannot be included in rate base at this time.

Finally, the OUCC recommends that Sugar Creek update its tariff, through the 30-
day filing process, to include non-recurring charges such as tap fees for sewer and
water, bad check charge, customer deposit, disconnect/reconnect fee, and other

appropriate charges.

III. Revenue Requirements

Briefly describe how rates are determined for an investor-owned utility such as
Sugar Creek.

For an investor-owned utility, rates are calculated by first determining the rate base
that is used and useful. (Utility Plant that is under construction or not ready for its
intended purpose is not used and useful and should not be included in rate base.)
Once rate base is establish, the utility’s weighted average cost of capital is calculated
by analyzing its capital structure. The rate base is then multiplied by the weighted
average cost of capital to yield the return on rate base’. This calculation determines
what the net operating income should be in order to provide an opportunity for a

reasonable return to the shareholders. Next, a determination is made as to the

? This statement assumes that the original cost rate base is equal to the fair value rate base.
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amount of the adjusted (pro forma) net operating income based on the utility’s
current rates. This determination is based on the known, historical test year revenues
and expenses updated to include changes that are fixed within the time period (12
months from the end of the test year — 12/31/09), known to occur, and measurable in

amount.

By subtracting the net operating income determined through the adjustment process
from the net operating income required by the return on rate base, one can determine
the dollar amount of the increase needed to achieve the net operating income that is
expected to provide a reasonable return to the shareholders. The increase to net
operating income is then “grossed up” for taxes and fees related to the increased
revenue and income. This process can be seen on Schedule 1, page 1 attached to this

testimony.

Petitioner’s Request

Q:

What increase has Sugar Creek requested in this Cause?

Sugar Creek has requested an across-the board annual revenue increase of $20,084
for its sewer operations. Also, Sugar Creek has requested an annual increase of
$33,818 for its water operations, without the proposed Project, or $61,623 with the
Project. The combined revenue increase requested by Sugar Creek is‘ $53,901

without the Project and $81,707 with the Project.
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OUCC’s Recommendation

What increase is the OUCC proposing in this Cause?

The OUCC proposes an overall increase in sewer revenues of $20,407 consisting of
an increase in present rate revenues of $22,217 (after allocating more EDUS to the
commercial customer) and a decrease in proposed rate revenues of $1,810. This
yields an overall decrease in residential revenues of $3,429 and an overall increase

in commercial revenues of $23,836.

The OUCC proposes an overall increase in water revenues of $4,149 consisting of
an increase in present rate revenues of $7,406 (after allocating more EDUS to the
commercial customer) and a decrease in proposed rate revenues of $3,257. This
yields an overall decrease in residential revenues of $1,620 and an overall increase
in commercial revenues of $6,678 (Please see Table MAS-1 for a comparison of the

combined revenue requirements proposed by Sugar Creek and the OUCC.)
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Table MAS-1: Comparison of Combined Revenue Requirements
(Without the Project)
Per Per oucc
Petitioner ouUcCcC More (Less)
Original Cost Rate Base £ 295496 $ 114,735 $ (180,76 1)
Times: Weighted Cost of Capital 10.06% 10.00% 0.0600%
Net Operating Income Required for 29,727 11,474 (18,253)
Refurn on Rate Base
Less: Adjusted Net Operating Income (23,419) 16,34 39,753

Net Revenue Requirement 53,146 (4,860} (58,006)
Gross Revenue Conversion Factor 101.42% 104.27% 2.850%
Recommended Revenne Increase 3 53901 $ (5068) § (58,969)
Recommended Percentage Increase 5933% -4.21% -63.54%

IV. Rate Base

What rate base value does Sugar Creck propose?

Sugar Creek proposes a 12/31/08 original cost sewer rate base of $180,219 and a
12/31/08 onginal cost water rate base of $115,276 fo‘r a combined rate base of
$295,495 (without the Project). Sugar Creek proposes to include an additional
$272,500 of proposed Project costs in rate base which would yield a combined rate

base of $567,995.

Do you accept Sugar Creek’s proposed rate base value?

No. I disagree with Sugar Creek’s proposal for several reasons. First, I disagree
with Sugar Creek’s proposed current year capital costs. Next, there are prior year
rate base additions that Sugar Creek has included that are inappropriate or

unsupported. Sugar Creek also included favorable ratemaking treatment on an
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acquisition adjustment without establishing the qualification for such ratemaking

treatment,

What rate base value does the OUCC recommend?

The OUCC recommends a 12/31/08 original cost sewer rate base of $90,440, and a
12/31/08 original cost water rate base of $24,295 for a combined rate base of
$114,735 (without the Project). The full calculation can be found in schedules 7, 7S,
and 7W. Table MAS-2 presents a comparison of the OUCC’s and Petitioner’s rate

base calculations.

Table MAS-2: Comparison of Combined Rate Base

(Without Water Project)
Per Per oucc
Petitioner QUCC More (Less)
Utility Plant in Service at 12/31/08 § 280,806 § 280,806 3 -
Add: 2008 Capital Costs 29,495 16,403 (13,092)
Less: Prior Year Heartland Asset Additions - (121,362) (121,362)
Unsupported Asset Additions (7,428) (7,428)
Gross Utility Plant in Service 310,301 168,419 (141,882)
Less: Accumulated Depreciation 74,323 74,323 -
Plus: Accumulated Depreciation on disallowed
Improvements - (12,008) (12,008)
Net Utility Plant in Service 235,978 106,104 (129,874)
Unamortized Acquisition Adjustment 48,672 - (48,672)
Working Capital 10,846 8,631 (2,215)

Total Original Cost Rate Base $ 295,496 § 114,735 $ (180,761}
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Current Year Capital Costs

Q:

A

Please explain Sugar Creek’s proposed current year capital costs.

Sugar Creek proposes to capitalize $13,296 of sewer costs that were expensed
during the test year and $16,199 of water costs. Sewer utility costs consist of $3,954
(ITT Water & Wastewater) and $9,342 (Hydraserve) for the replacement of sewer
pumps. These costs were initially expensed during the test year. Water utility costs
consist of:

1) $3,107 (R. Tumer Plumbing) for the installation of three
meter pits and shut-off valves during the test year.

2) $11,461 (Bose McKinney) for legal costs incurred during the
test year.

3) $1,630 (unknown) — no explanation could be found in Sugar
Creek’s case-in-chief for this amount

Please explain how your current year capital costs differ from Sugar Creek’s.

I accept Sugar Creek’s capitalization of sewer pump costs expensed during the test
year (Schedule 6S, Adjustment 8). However, 1 disagree with Sugar Creek’s current
year capitalized water costs. I accept its capitalization of 50% of the costs for
repairing leaks and installing meter pits and shut-off valves. However, I do not
agree with Sugar Creek’s capitalization of test year legal costs. These costs relate
primarily to the investigation, Cause No. 43534, or they are related to non-utility
matters. The investigation costs are not recoverable and the non-utility matters are
not appropriate for recovery through rates. I have incorporated the legal costs
related to this rate case in my rate case amortization adjustment (Schedule 6W,

Adjustment 3).
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Q: How does Sugar Creek’s proposed rate base value in this cause compare to its

value in its last rate review?

A: Sugar Creek’s rates were last set in Cause No. 41913. In that Cause, gross utility

plant was determined to be $151,945 as of 12/31/99. In response to discovery

question Q-3 in this cause, Sugar Creek provided the following information

regarding capital improvements made from 1999 through 2008.

Table MAS-3: Asset Additions per Sugar Creek

Description Date Water Sewer Total

Plant @ 12/31/98 $ 28,042 § 87,110 § 115,152
Loadcaster 5-Mar-99 746 - 746
2" meters (3) 15-Oct-99 1,994 - 1,994
Sewer plant improvements 15-Aug-99 34,126 34,126
Plant @ 12/31/99 30,782 121,236 152,018
Sewer line improvements 1-Dec-00 22,000 22,000
Water line additions 15-Jun-01 31,672 31,672
Sewer/Water line additions

(700 Section) 15-Jun-02 33,845 33,845 67,690
Hydraserve (pump) 25-Jul-07 3,719 3,719
Hydraserve (pump) 4.Sep-07 3,708 3,708
Plant @ 12/31/08 per books $ 96,299 § 184508 § 280,807

The information in the schedule above shows a balance in utility plant of $152,018

at 12/31/99. This amount is less than $100 different from the amount determined 1n

Cause No. 41913. Therefore, the focus of my review is the asset additions from

2000 through 2008.
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Please explain the capital improvements that the OUCC has excluded from rate
base.

Sugar Creek was unable to provide support or documentation for any of the asset
additions since 1999. Upon further investigation, -I concluded that the sewer and
water line additions and improvements were improvements made to Heartland’s
water and sewer mains to extend services to additional campground sites. As such,
these improvements were not extension’s of the utility’s collection or distribution
system but were expansions of Heartland’s operations. The utility’s other
customers, its Riley Village customers, should not be required to pay for those
expansions. To the extent that any of these improvements were not made to
Heartland, they should likewise be excluded since no support is provided to justify

their inclusion in rate base.

For this same reason, I have excluded the lift station pumps purchased in 2007.
Sugar Creek has provided no support for these assets, and they should be excluded

from rate base.

What is the basis for your opinion that these plant additions were an expansion
of Heartland’s operations?

My opinion is based on Sugar Creek’s responses to discovery regarding these plant
additions. The OUCC asked several questions regarding the additions to utility plant
since 1998, which increased from $115,152 to $280,807 or an increase of 144%.
The increase in Sugar Creek’s utility plant since 1999 is $128,789, or an increase of

approximately 87%. Given that there was no increase in commercial customers and
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only one increase in residential customers during that same time period, this increase
to utility plant seemed incongruous. Furthermore, Sugar Creek’s responses to
discovery indicated that the “plant expansions” were not truly expansions of the

utility’s plant but should be considered expansions of the commercial customer’s

plant.

Please summarize the OUCC’s discovery questions relative to prior year asset
additions.

The OUCC asked for a list of all asset additions and retirements for the period 1999
through 2008 (Q-3), support for all asset additions during this same period (Q-3, Q-
63, Q-110, Q-111) and an explanation of each addition including, but not limited to,
the location, size, and cost of each component (Q-65 through Q-69). (See MAS

Attachment1)

What was Sugar Creek’s response to the OUCC’s discovery questions
requesting support for these prior year asset additions?

In response to the OUCC’s request for any and all invoices to support these asset

additions, discovery Q-3, no response to that part of the question was provided. The

OUCC asked the question again in discovery Q-63 and Sugar Creek responded:
“Copies of the invoices for plant additions in 2008 were included in
workpapers filed on January 30, 2009. The copies of 2007 invoices

(wastewater) are attached. All other additions were prior to June 30,
2002 and copies of these invoices (additions) could not be located.”

Although the OUCC was able to locate the documentation that supported the 2008

additions, the support for 2007 asset additions was not attached as stated. Per the
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schedule provided by Sugar Creek, there were two plant additions in 2007 — two
Hydraserve lift station pumps. None of the invoices provided in response to Q-63
were from Hydraserve or for pumps. The invoices provided were either completely
indecipherable or were for items that weren’t capitalized. The QUCC asked for the
Hydraserve invoices again in discovery Q-111, which is due on Thursday, April 6,

2009. (As of the filing of this testimony, we have not received the response to this

question.)

What was Sugar Creek’s response to the OUCC’s discovery questions
requesting additional information for each addition?

Sugar Creek objected to providing the information by asserting that the
information requested was “...irrelevant, as it relates to expenses and
projects undertaken by the utility ... years ago, and as such, is beyond the

scope of this proceeding.” (Objection to Q-65 and Q-66)

To the OUCC’s Q-65, Sugar Creek’s response was the following:

Please answer the following questions regarding the asset
additions in the schedule provided in response to OUCC DR Q-
3:

a) What is a “loadcaster” and what is it used for?

A loadcaster is a device that can be used to soften the spike
in power when well pumps come on.

b) Where on Sugar Creek’s water system are each of the three
2” meters placed that were installed in1999 ($1,994)? Are the
three 2” meters in use? Please provide all meter readings
from the three (3) 2” meters since their installation.

The tax return suggests there are 3 meters. The owner says
there are only 2 meters.
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Regarding the $34,126 of “sewer plant improvements” made
on 8/15/1999, state the exact improvement and the cost for
each.

As stated in 0-63, it is difficult to state the exact cost for the
improvement without the actual invoice.

Regarding the $22,000 of “sewer line improvements” made in
December 2000, state the location of the improvements on
Sugar Creek’s sewer system, the nature of the improvements,
the size of the lines installed, and the cost of each component
of the improvements installed.

The location is in Section 800. The size of the lines is 6”.
The exact cost of each component is difficult without the
invoice.

Do the “sewer line improvements” of December 2000
represent new sewer line installations or replacement sewer
lines?

New.

If the December 2000 “sewer line improvements” are
replacement lines, please provide the amount, if any, of the
sewer lines retired. If no plant retirements are recorded,
please explain why not.

Not applicable.

Discovery question Q-66, and Sugar Creek’s response is as follows:

For each of the following additions, state the location, the size of
the line, and the cost of each component of the addition:

2)

The $31,672 of “water line additions” made in June 2001

Section 800. New 27 lines. The cost of each component
could not be determined without the invoice. Information for
total cost is included on tax return.

b) The $33,845 of “water line additions” made in June 2002

Section 700. New 2" lines. The cost of each component
could not be determined without the invoice. Information for
the total cost is included on tax return,
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¢) the $33,845 of “sewer line additions” made in June 2002

Section 700. New 6" lines. The cost of each component
could not be determined without the invoice. Information for
total cost is included on tax return.

Based on Sugar Creek’s responses to Q-65 and Q-66, all of the water and
sewer line additions or improvements were made to either Section 700 or
Section 800 of Heartland’s campground facilities. Given that these
improvements were improvements to the utility’s affiliated commercial
customer; these improvements should not be included in Sugar Creek’s rate

base.

Did you make an adjustment to accumulated depreciation for the asset
additions you excluded from rate base?

Yes. A review of Sugar Creek’s IURC annual reports for the years 2000
through 2007 provided the information necessary to determine the amount of

accumulated depreciation pertaining to the excluded asset additions

Acquisition Adjustment

Q:

A

Is Sugar Creek seeking both a return on and a retwrn of an acquisition
adjustment as part of its proposed rates in this cause?

Yes. Sugar Creek allocates a $50,000 acquisition adjustment 66% ($32,853) to the
sewer utility (Account Schedule page S16 & S22) and 34% ($17,147) to the water
utility (Accounting Schedule page W16 & W24). Pages S16 and W16 show Sugar
Creek’s request to eam a return of its proposed acquisition adjustment and page S22
and W24 show Sugar Creek’s request to a earn a return on its proposed acquisition

adjustment.
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When and what transaction generated the proposed acquisition adjustment.
Sugar Creek’s current owner purchased Sugar Creek Utilities and Heartland
Campground out of bankruptcy through an auction in June 1995. Mr. Salis allocated
$150,000 of his total purchase price of $455,000 to the Utility. (See response to
discovery question Q-87(a).)
Do you agree with Sugar Creek’s proposal to earn both a return on and a
return of its proposed acquisition adjustment?
No.
Why do you disagree with Sugar Creek’s proposal to earn both a return on and
a return of its proposed acquisition adjustment?
Sugar Creek has provided no analysis or testimony to justify its proposed favorable
ratemaking treatment on its acquisition adjustment. In particular, Sugar Creek does
not show how its acquisition of Sugar Creek Ultilities led to either improved
operating efficiencies or reduced cost of service or that the price paid for the utility
was reasonable.
Will you address each of your concerns in greater detail below?

Yes.

Support for Favorable Ratemaking Treatment

What support did Sugar Creek provide to support its proposed favorable
ratemaking treatment on its acquisition adjustment?

Sugar Creek provides no testimony or analysis to justify why it should be authorized

to earn a return on or a return of its proposed acquisition adjustment. Moreover, the
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OUCC asked Sugar Creck several data request questions regarding its proposed
acquisition adjustment (Q-18(a-f), Q-41, & Q-42). None of the answers offered by
Sugar Creek provide any analysis that the OUCC can rely on to support the
proposed acquisition adjustment. In Q-41 & Q-42, Sugar Creek did not provide the
requested information arguing that such information is “irrelevant and unlikely to
lead to admissible evidence.” Moreover, Sugar Creek was unable to provide the
journal entry used to generate its proposed acquisition adjustment. A copy of the

OUCC’s data request and Sugar Creek’s responses has been provided as MAS

Attachment No. 1 to this testimony.

Are different criteria used to determine whether there should be a return on an
acquisition adjustment as opposed to a return of an acquisition adjustment?

Yes. Historically, the Commission uses separate criteria to determine whether a
return gn an acquisition adjustment is merited, than it uses to determine if a return o/
the acquisition adjustment is merited. For instance, the Commission’s order in
Indiana American Water Company, Cause No. 40103 separately discusses the bases
that the Commission relies on to authorize and allow the recovery of either a return
on and/or a return of an acquisition adjustment. However, in this cause, Sugar Creek
does not indicate any distinction between a return on and return of its proposed
acquisition adjustment. In QUCC data request question Q-18(d), the OUCC asked
“Why does Sugar Creek believe it is entitled to earn a return gn its acquisition
adjustment?” While question Q-18(e) asks “Why does Sugar Creek believe it is

entitled to eamn a return of its acquisition adjustment?” Sugar Creek provided the
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same response to both questions. The Sugar Creek response was “The $50,000
acquisition adjustment is the amount reflected on Sugar Creek’s books and the
amount reported in its annual reports to the [IURC. It is the difference between the
purchase price and the book value of the acquired utility assets. Indiana is a fair
value state. The acquisition adjustment is the mechanism in which the book value is

increased to reflect the fair value of Petitioner’s plant value; therefore, utilities are

entitled to earn a return on its fair value rate base,”

Hasn’t Sugar Creek Utilities’ acquisition adjustment and subsequent recovery
already been determined?

No. While Sugar Creek argues in its data request response: ‘The “appropriateness”
of the premium is not at issue and has already been decided by stipulation.” (See
Sugar Creek’s response to QUCC discovery question Q-41.) Sugar Creek is
incorrect in suggesting that the ratemaking treatment of the acquisition has been
decided. The settlement agreement in Cause No. 41913 dated June 29, 2001,
allowed Sugar Creek to record an accounting acquisition adjustment, but the parties
specifically agreed to “..defer consideration of the ratemaking treatment for the
acquisition adjustment until Sugar Creek’s next rate case.” Thus, to the extent Sugar
Creek secks to recover an acquisition adjustment, it needs to provide analysis and
support that the JURC can rely on to authorize the requested ratemaking treatment.
There is a distinction between a utility simply recording an acquisition adjustment
for accounting purposes and allowing a utility to recover an acquisition adjustment

for ratemnaking purposes. Reasonableness of Request
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Do you believe it is reasomable for Sugar Creek to recover its proposed
acquisition adjustment?

The utility and campground were purchased out of bankruptcy. One would expect
that any property purchased out of bankruptcy would be purchased at a discount, not
a premium. Yet, Sugar Creek requests authority to recover a 50.0% premium on the
book value of the property it purchased out of bankruptcy. Moreover, Sugar Creek
has provided no testimony regarding the allocation of any premium to the non-
regulated portion of the property purchased. To the extent a premium was paid,
Sugar Creek needs to justify how much of that premium should be allocated to the
regulated utility and how much should be allocated to the unregulated
campground/resort. Sugar Creek has an incentive to allocate most, if not all, of any
premium paid to the regulated utility and none of the premium to its unregulated
property. Sugar Creek’s inability or unwillingness to provide information about

how the premium was allocated between its properties raises questions.

In your opinion, what has been the historical regulatory treatment given to
acquisition premiums?

Acquisition premiums have historically not been included in rate base or given

above the line treatment for ratemaking purposes.

In your opinion, what basis is used to support this treatment?

Abuses from the 1920’s and 1930’s created the need to adopt the “original cost”
concept in setting rates. In the 1920’s and 1930’s, utilities were acquiring other

utility properties for amounts in excess of net book value. As a result, inflated rate
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bases were created through transactions that lacked any economic substance. When
included for ratemaking treatment, this means customers would be paying a
premium through higher rates for the same property that had been providing them
utility service. Regulators noticed that if utilities were allowed to eam a return on
investment in excess of original cost, investors would realize unreasonably high
profits. Accordingly, regulators determined that it was not reasonable to charge
customers higher rates for the same utility property simply because the utility

providing service was acquired by another company. (Hahne & Aliff, Accounting

for Public Utilities (Matthew Bender) 4.04[2], p.4-9, 4-10.)

Why, in your opinion, did regulators determine it was not reasonable te charge
customers higher rates for the same utility property?

Regulators have granted public utilities a monopoly for their services. Under this
status, a regulatory compact was formed providing public utility companies certain
privileges in exchange for certain obligations, which are not afforded to non-
regulated, competitive businesses. The utility’s obligations include the provision of
safe and reliable utility service at a non-discriminatory, reasonable rate. Privileges
given to the public utility include exclusive service territory and the opportunity to
recover all reasonably and prudently incurred costs and to receive a fair return on
prudent investment. In return for this protection, utilities have generally been

prohibited from earning unreasonably high profits.

Does the commission have guidance when approving acquisition adjustments?
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Yes, it does. The Commission has stated in numerous orders, including Cause No.

37962 and 37579, that an acquisition adjustment is not permitted above the line

treatment unless the following can be clearly demonstrated:

1. The acquisition was the result of an arm’s-length transaction and at a
reasonable price,

2. The acquisition leads to benefits to the customer; and;

3. The acquisition provides operating efficiencies and is in the public
interest.

Several authorities such as James E. Suelflow’s Public Utility Accounting: Theory

and Application, and James C. Bonbright’s Principles of Public Utility Rates,

support such criteria and have been relied upon by this Commission.

Has Sugar Creek met all of these criteria?

No. Since this utility was not purchased by a larger operation and integrated into a
larger utility, it seems unlikely that any operating efficiencies would have been
generated as a result of this utility being purchased. In any event, Sugar Creek
provided no evidence to demonstrate that the acquisition provided any operating
efficiencies, cost savings or other benefits to the ratepayers. In addition, Sugar
Creek has not provided any proof that the price paid for the utility was reasonable.
In deed, since the campground and utility was purchased out of bankruptcy, it seems
unnecessary for Mr. Salis to have paid a premium. Sugar Creek seems to rely on
the fact that the OUCC agreed to Sugar Creek recording an acoountiﬁg acquisition
adjustment as support for the ratemaking treatment it now seeks. Moreover, it 1$ not

necessary that the price be reasonable to determine whether a utility should be
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pemmitted to record an accounting acquisition adjustment for accounting purposes.

However, it is necessary for purposes of favorable ratemaking treatment.

Working Capital

Briefly describe how working capital is calculated for an investor-owned utility
such as Sugar Creek.

Working capital is the money a utility needs to pay its operating expenses necessary
to provide service until the revenues from that service are collected. Some expenses
are incurred and paid for before the related revenues are collected and other
expenses are paid for after the related service revenues are collected (paid for “in
arrears™). Working capital is the net amount of money needed on an ongoing basis
to fund daily utility operations. Working capital is considered an investment
necessary for providing utility service and is included in rate base for investor owned
utilities

How does the OUCC’s calculation of Working Capital differ from Sugar
Creek’s?

A comparison of working capital calculations is presented in Table MAS-4 below.
Due to various expense adjustments, operation and maintenance expense differs by

$10,524. Both Sugar Creek and the OUCC excluded purchased power expenses, but

Sugar Creek only eliminated $9,600 of the $16,800 expensed during the test year.
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Table MAS-4: Calculation of Combined Working Capital
oucc
Petitioner oucce More (Less)
Operation & Maintenance Expense b 96,369 § 85845 §  (10,524)
Less: Purchased Power 9,600 16,800 7,200
Adjusted Operation & Maintenance Expense 86,769 69,045 (17,724)
Times: 45 Day Factor 12.5% 12.5% 12.5%
Working Capital Requirement $ 10,846 § 8,631 § (2,215)
V.  Cost of Capital and Capital Structure

Q: Sugar Creek uses a capital structure that includes $289,565 of equity at 12.0%
and $272,500 of long term debt at 8.0%. Do you agree that Sugar Creck should
include long term debt in its capital structure?

A: Not at this time. Sugar Creek does not have long term debt and does not presently
have Commission authority to issue debt. Until Sugar Creek at least has authority to
issue long term debt, Sugar Creek should not include debt in its capital structure.

Q: Should Sugar Creek receive authority to issue long term debt, should that debt
be included in the capital structure?

A: If the debt is used exclusively for the proposed project and residential customers are

charged for the project through a separate surcharge, then the project (additional
plant) should not be included in rate base and the cost of the debt should be
recovered through a finite surcharge imposed only against the residential customers

and should not be included in Sugar Creek’s capital structure.
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Do you agree with Sugar Creek’s proposed cost of debt?

No. At this time Sugar Creek is planning to borrow debt through the Indiana State
Revolving Fund (SRF) and may be eligible for low cost Federal Stimulus Funding.
Even without access to Federal Stimulus funding the interest rates on SRF debt are
well below 8.0%. However, since the QUCC is proposing to remove debt from the

capital structure, the cost of debt is not meaningful at this time.

As described above, Sugar Creek uses a cost of equity of 12.0% to estimate its
proposed cost of capital of 10.06%. Do you agree with a cost of equity of
12.0%?

No. A 12.0% cost of equity currently exceeds the cost of equity authorized by this
Commission in small utility rate cases. Moreover, if debt is not included in the
capital structure, Sugar Creek would have a capital structure that is 100.0% equity,
and a lower cost of equity should be used. For this rate case I have used a cost of
equity and cost of capital of 10.0%. Despite the changes recommended by the
OUCC, our proposed cost of capital is almost identical to Sugar Creek’s proposed

cost of capital of 10.06%.

VI. Pro Forma Net Operating Income

When looking at Net Operating Income, what schedules can we refer to for
details of pro forma amounts and adjustments to test year amounts?

Schedules 3, 48, 58, 68, 4W, 5W, and 6W provide detail of test year amounts and
adjustments to test year amounts to yield pro forma net operating income for sewer

and water operations. Schedule 3 is the detailed test year income statement.
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Schedule 4S is the sewer pro forma net operating income statement. It shows the
sewer test year revenues and expenses, the adjustments to test year amounts, and the
resulting sewer pro forma income under current rates. The second column of
adjustments shows the revenue increase or decrease necessary to achieve the
required net operating income. It also shows the expenses that will change due to
the change in revenue. Schedule 5S provides detail for the sewer pro forma revenue
items that needed to be adjusted from the test year amounts. Schedule 6S provides

the detail for sewer pro_forma expense items that needed to be adjusted from the test

year amounts.

Schedule 4W is the water pro forma net operating income statement. It shows the
water test year revenues and expenses, the adjustments to test year amounts, and the
resulting water pro forma income under current rates. The second column of
adjustments shows the revenue increase or decrease necessary to achieve the
required net operating income. It also shows the expenses that will change due to
the change in revenue. Schedule 5W provides detail for the water pro forma
revenue items that need to be adjusted from the test year amounts. Schedule 6W
provides the detail for water pro forma expense items that need to be adjusted from

the test year amounts.

Do you agree with Sugar Creek’s calculation of test year net income for the
water and sewer utilities?

No. Although 1 accept the combined test year net loss of $49,110, 1 do not agree

with Sugar Creek’s allocation of certain operating expenses between the water and
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sewer utilities. First, there is no consistency in Sugar Creek’s methodology.

Sometimes they allocate expenses fifty-fifty (50%/50%) and at other times expenses

are allocated seventy-five/twenty-five (75%/25%). Also, some expenses that only
benefit one utility are allocated to both utilities.

Please explain your methodology for allocating expenses between the water and
sewer utilities.

Generally, I allocated expenses charged to both utilities as 75% sewer and 25%
water. Sugar Creek’s rates are designed to collect 75% of total revenues from the
sewer utility and 25% from the water utility. I believe that this relationship is based
on the pro rata utility plant attributed to each utility upon Mr. Salis’s purchase of
these utilities in 1995 ($75,000 sewer and $25,000 water). Allocating expenses in
this manner more closely matches the revenues collected with the operating

expenses incurred.

Please explain the changes that you made in your allocation of expenses
between the water and sewer utilities.

MAS Attachment 2 shows the detailed changes made to test year net income.

Did you make any other changes to test year water and sewer utility income
statements?

Yes. I corrected the amount of revenue attributed to residential and commercial
customers to reflect the amounts recorded in Sugar Creek’s general ledger.
Specifically, I reclassified $323 of water revenues and $1,521 of sewer revenues for
a total reclassification of $1,844 of revenues from residential to commercial.

I also reclassified $1,332 (3921 (water) + $411 (sewer)) of operating

expenses from miscellaneous expenses to regulatory expenses.
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VII. Revenue Adjustments

Did Sugar Creek propose any pro forma operating revenue adjustments?

No.

Are you proposing any pro forma operating revenue adjustments?

Yes. I am proposing three pro forma revenue adjustments each for water operations
and sewer operations. First, I propose an adjustment to water and sewer commercial
revenues to reflect 31.57 EDUs at the current rate per EDU of $51.75 for sewer and
$17.25 for water, or a combined rate of $69.00. Second, I propose an adjustment to
residential water and sewer revenues to reflect the annual revenues from 76.0 EDUs
at current rates or 52.2% (;f total revenues. Finally, I propose an adjustment to water
and sewer commercial revenues to reflect the annual revenues from 69.5 EDUs at

current rates or 47.8% of total revenues.

Please explain your adjustment to commercial revenues to reflect current rates.

Per the settlement in Cause No. 41913, rates were decreased from $80.84 to $65.00
per EDU for water and sewer service. These rates were in effect for twenty-four
(24) months, beginning July 1, 2001. Thereafter, Sugar Creek was authorized to
increase its rates and charges for water and sewer service to $69.00 per month per
EDU ($17.25 for water service and $51.75 for sewer service). Although Sugar
Creek increased rates for its residential customers, it never increased the rates it
charged its commercial customer. During the test year, Sugar Creek recorded total
revenues of $24,617 from its commercial customer, or 31.57 EDUs at $65.00 per

EDU. Schedule 5S, Adjustment 2 yields a pro forma increase of $1,145 to test year
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commercial sewer revenues. Schedule 5W, Adjustment 2 vields a pro forma

increase of $386 to test year commercial water revenues.

Please explain the allocation of revenues that you are proposing in this Cause.

As discussed more fully in the testimony of Mr. Bell, the QUCC is proposing an
adjustment to the number of EDU’s imputed to Sugar Creek’s affiliated customer,
Heartland Resort. Per Mr. Bell’s calculations, Heartland’s facilities should be
considered to represent the equivalent of 77 EDUs. There are currently 84 homes in
Riley Village. This yields a revenue allocation of 52.2% for residential revenues and

47 8% for commercial revenues.

Current Dwelling Units --

Residential R4 52.2%
Commercial 77 47.8%
161

However, not all of the 84 homes represent a customer for Sugar Creek. There are
approximately eight (8) homes currently unoccupied. Therefore, I have adjusted
residential revenues to reflect 76 EDUs (84 — 8). To maintain the same allocation of
revenues between residential customers and the commercial customer, 1 have
adjusted commercial revenues to reflect 69.5 EDUs. Schedule 58, Adjustment 1
yields a pro forma decrease of $2,484 to test year residential sewer revenues while
Schedule 58S, Adjustment 3 yields a pro forma increase of $23,556 to test year
commercial sewer revenues. Likewise, Schedule SW, Adjustment 1 yields a pro

forma decrease of $828 to test year residential water revenues while Schedule 5W,
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Adjustment 3 vields a pro forma increase of $7,848 to test year commercial water

revenues.
Current Equivalent Dwelling Units Equivalent Dwelling Units for Rate Purposes
Residential 84.0 52.2% Residential 76.0 52.2%
Commercial 77.0 47.8% Commercial 69.5 47.8%

161.0 145.5

VIII. Operating Expense Adjustments

What adjustments to test year operating expense did Sugar Creek propose to
its test year operating expense?

Sugar Creek made several pro forma adjustments that resulted in an overall decrease
of $25,690 to test year combined operating expenses. These included adjustments to
chemicals, materials & supplies, accounting fees, maintenance costs, future rate case
expense, depreciation, amortization of its proposed acquisition adjustment, TURC
fees, sales tax, and utility receipts tax. Sugar Creek also proposes to capitalize

certain legal fees and equipment purchases expensed during the test year.

Did you accept any of Sugar Creek’s operating expense adjustments?

Yes. I accept Sugar Creek’s operating expense adjustments to chemical expense,
maintenance expense, materials and supplies, accounting fees, sales tax, and
property tax. I propose modifications to Sugar Creek’s adjustments for legal fees,
capitalized expense, JURC fee, depreciation expense, rate case amortization, and

utility receipts tax. I exclude Sugar Creek’s amortization of its proposed acquisition
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adjustment. 1 also reclass chemical expenses from contractual services and, finally, I
propose additional adjustments for sludge removal, affiliated contract charges, non-

utility expenses, bad debt expense, and the cost of direct billing residential

customers.

In summary, I propose pro forma adjustments that result in an overall decrease of

$35821 to test year combined operating expenses.
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Table MAS-5: Comparison of Pro Forma Combined Operating Expense Adjustments

Petitioner OUCC More (Less)
Accepted Adjustments:
Chemical Expenses 378 602 224
Reclass of Contract Services - (224) (224)
Materials & Supplies 3,261 3,261 -
Maintenance Costs 597 597 -
Accounting Fees 526 525 (1)
Sales Tax (59) (59) -
Property Tax - - -
Modified Adjustments:
Legal Fees (22,922) (23,968) (1,046)
Capital & Non-Recurring Costs (16,404) (17,671) (1,267)
[URC Fee 27 63 36
Depreciation Expense 7,682 (1,649) (9,331)
Rate Case Amortization (244) 7,756 8,000
Utility Receipts Tax 139 554 415
Proposed Adjustments:
Sludge Removal - 2,167 2,167
Contract Labor - (11,563) (11,563)
Non-Utility & Duplicate Expenses - (1,050) (1,050)
Bad Debt Expense - 3,147 3,147
Billing Expenses - 1,691 1,691
Rejected Adjustments:
Acquisition Adjustment Amort. 1,329 - (1,329)
Total Operating Expenses (25,690) (35,821) (10,131)

Operating Expense Adjustments Modified by the OUCC:

Legal Fees
Q: Please explain Sugar Creek’s proposed adjustment for legal fees.

A: Sugar Creek reduced its test year expenses to exclude non-recurring legal fees

incurred for Cause No. 43534 (investigation) and Cause No. 43579 (rate case). It
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allocated these charges 50% ($11,461) to water operations and 50% ($11,461) to

sewer operations. The 50% allocated to water operations was then capitalized as

part of rate base.

How does your adjustment to legal fees differ from Sugar Creek’s?

In addition to the non-recurning legal fees eliminated from test year operating
expenses by Sugar Creek, I also eliminated $1,046 of legal expenses that were not
related to utility operations. These legal expenses appear to relate to the owners’
personal business and should be removed from test year operating expenses.
Schedule 6S, Adjustment 7 yields a pro forma decrease of $17,976 to test year legal
fees. Schedule 6W, Adjustment 3 yields a pro forma de.crease of $5,992 to test year

legal fees.

Did you capitalize the legal fees allocated to water operations as Sugar Creek
did?

No. Idid not include any of these legal expenses in rate base. Sugar Creek proposes
to recover a return on and of $11,461 ($22,922 x 50%) of legal fees related to Cause
No. 43579 (rate case) and Cause No. 43534 (investigation). The costs related to the
rate case have been included in my rate case expense adjustment. The investigation

costs are not recoverable.

The investigation was initiated by the Commission as a result of concems in
connection with the billing practices of the utility as well as operational concerns.
Ratepayers should not be required to pay to defend the utility’s operational and

billing practices nor to pay for the costs incurred by the Utility’s arguments against
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the need to correct identified deficiencies. In Cause No. 41903 (South Haven rate

case), the Commission ruled that

“...the issue before the Commission is whether the utility should be
permitted to recover costs for an investigation that was begun in
response to deficiencies in the management and operation of the
utility. The answer is no. The ratepayers should not be penalized
Jor the mistakes of the utility's management. In addition....if we
were to allow Petitioner to recover the costs of the investigation,
Petitioner's management would have less incentive to operate its
utility in a responsible manner.”® (Emphasis added)

Capital/Non-Recurring Costs

Q:

A:

Please explain how your proposed adjustment for costs that are non-recurring
or capital in nature differs from Sugar Creek’s adjustment.

Sugar Creek capitalized $13,296 of costs related to sewer pumps expensed during
the test year and $3,108 of costs related to installation of three water meter pits and
shut-off valves. I also capitalized these expenditures. In addition to these costs, I
eliminated from operating expenses $1,268 of non-recurring engineering fees
incurred during the test year and related to Sugar Creek’s Project.  Schedule 68,
Adjustment 8 yields a pro forma decrease of $13,296 to test year sewer operating
expenses. Schedule 6W, Adjustment 4 yields a pro forma decrease of $4,375 to test

year water operating expenses.

JURC Fee

Q:

A

Please explain how your proposed adjustment for IURC fees differs from
Sugar Creek’s adjustment.

The adjustments I made to [IURC fee expense are primarily a result of the revenue

3 South Haven, Cause No. 41903, page 20 of Commission Final Order dated June 5, 2002
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adjustment recommendations I have already discussed. Sugar Creek proposed an
increase of $27 to IURC fee present rate expenses. Schedule 6S, Adjustment 13
yields a pro forma increase of $48 to test year sewer present rate JURC fees and

Schedule 6W, Adjustment 9 yields a pro forma increase of §15 to test year water

present rate JURC fees for a combined adjustment of $63.

Depreciation Expense

Q:

A:

Please explain how your proposed adjustment for sewer depreciation expense
differs from Sugar Creek’s adjustment.

Sugar Creek proposed sewer depreciation expense of $5,934 while I propose $3,363,
a difference of $2,571. There are two causes for the difference between these
depreciation adjustments. First, Sugar Creek determined sewer depreciable plant
was $197,803 compared to my determination of $134,530, a difference of $63,273{
This is the amount of sewer utility plant additions I excluded from rate base (See
Schedule 7S). Second, Sugar Creek uses a 3.0% depreciation rate for sewer utility
plant while I used the Commission’s sewer composite rate of 2.5% for systems with
a treatment plant. Since Sugar Creek has performed no depreciation study, the
Commission’s composite rate is the appropriate depreciation rate to use for this

utility. (See Schedule 6S, Adjustment 14.)

Please explain how your proposed adjustment for water depreciation expense
differs from Sugar Creek’s adjustment.

Sugar Creek proposed water depreciation expense of $7,438 while I propose $678, a

difference of $6,760. There are two causes for the difference between these
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depreciation adjustments. Sugar Creek determined water depreciable plant was
$384,998 in both Scenario {A) {excluding the project) and Scenario (B) (including
the project). Per Sugar Creek’s response to discovery question Q-30, this was an
inadvertent error and water depreciation expense without the project should be
$1,988 (See MAS Attachment 1). When you exclude the $272,500 of Project costs

from depreciable water plant, the difference is $65,517 which is the amount of sewer

utility plant additions I excluded from rate base. (See Schedule 7W.)

Rate Case Amortization

Please explain Sugar Creek’s rate case expense amortization adjustments.

Sugar Creek proposes two rate case amortization expense adjustments. The first
adjust_ment eliminates test year expense of $2,744 from operating expenses. The
second adjustment amortizes estimated future rate case expenses of $20,000 over an

eight (8) year period for an annual expense of $2,500.

Do you agree with Sugar Creek’s rate case amortization expense adjustments?

While I agree with Sugar Creek’s elimination of test year amortization expense, 1 do
not agree with its proposal to collect future rate case expenses in current rates.
Essentially, Sugar Creek is asking its customers to pre-pay the costs of its next rate
case. Operating expense adjustments must meet the following criteria -- be fixed
within the time period (12 months from the end.of the test year — 12/31/09), known
to occur, and measurable in amount. Future expenses do not meet these criteria or
any exceptions to this rule and, therefore, should be excluded from any calculation

of current rates.
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Are you proposing any rate case amortization expense adjustments?
Yes. As Sugar Creek states in its response to QUCC discovery question Q-22, itis a
common practice to include current rate case costs in project costs to be financed.
However, the Project in this case would serve only the Riley Village residential
customers and presumably revenues to pay for the project will only be provided by
those customers through a separate charge. Both residential and commercial
customers should bear the cost of this rate case. Therefore, 1 am proposing that the
costs of the current rate case be included in operating expenses, rather than Project
costs. 1 estimate rate case costs of $52,500 consisting of $12,500 of accounting
consultant costs and $40,000 of legal costs, and have amortized these costs over a
five (5) year period. Pro forma annual rate case expense is $10,500 ($52,500 /5
years) and I have allocated these costs 75% to sewer operating expenses ($7,875)
and 25% to water operating expenses ($2,625). Test year operating expenses
included $2,744 of rate case amortization from Sugar Creck’s last rate case.
Schedule 6S, Adjustment 15 yields a pro forma increase of $5,817 to test year
sewer rate case expense and Schedule 6W, Adjustment 11 vields a pro forma

increase of $1,939 to test year water rate case expense for a combined increase of
$7,756 (810,500 less $2,744).

How does Sugar Creek treat rate case expenses for the current rate case?

Sugar Creck has included the legal and accounting costs for the current rate case in
project costs to be capitalized and included in rate base. It is unclear how much rate

case expense will be included in project costs. In Sugar Creek’s initial filing,
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$55,000 was included in project costs for legal expenses, of which $30,000 was
costs related to the investigation and $25,000 was costs related to the rate case. (See
response to OUCC discovery question Q-32). In the original filing, $12,500 of
accounting costs were included in project costs for rate studies and work required
for funding of project (See response to OUCC discovery question Q-33). In the
revised project costs provided to OUCC discovery question Q-28, there are only

$34,600 of soft costs included in the cost estimates provided to SRF.

Utility Receipts Tax Expense

Q:

Al

Please explain how your proposed adjustment to Utility Receipts Tax Expense
differs from Sugar Creek’s adjustment.

The adjustments T made to utility receipts tax (“URT") expense are a direct result of
the operating revenue recommendations I have already discussed. Sugar Creek
proposed a pro forma combined present rate URT expense of $1,272. 1 propose

combined pro forma present rate URT expense of $1,687 for a difference of $415.

Operating Expense Adjustments Proposed by the QUCC:

Shludge Removal

Q:
A:

Please explain your proposed adjustient for sludge removal expense.

Sugar Creek did not incur any sludge removal expenses during the test year. This
type of expense is not necessarily incurred on an annual basis but is still a normal,
recurring operating expense and should be included in the calculation of utility rates.
Sugar Creek provided its most recent invoice for sludge removal (Commercial

Sewer Cleaning Company, $6,500, 9/30/06) and I used this as an estimate for future
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1 sludge removal costs. Since this is not an annual expense, I amortized this estimated
2 expense over a three year period. Schedule 6S, Adjustment 2 yields a pro forma

3 increase of $2,167 to test year sludge removal expense.

4  Affiliate Transactions

5 Q: Please summarize Sugar Creek’s contracts with its affiliate, Heartland Resort.

6 A Sugar Creek currently has five contracts with its affiliate, Heartland. These affiliated

7 contracts include the following: (1) Executive Management, (2) Labor Agreement,

8 (3) Vehicle Lease, (4) Office Lease, and (5) Equipment Lease. These affiliate

9 agreements were filed with the Commission on December 18, 2000.
10 The contract for Executive Management provides oversight of daily operations of
11 Sugar Creek’s water and sewer utilities. Mr. Salis, the owner of Sugar Creek
12 Utilities as well as Heartland, is the provider of these services and is compensated
13 $25,000 per year.
14 The Labor Agreement provides skilled and unskilled labor to Sugar Creek to
15 perform work on various projects for the utility on an as needed basis. Under this
16 agreement, Heartland is required to maintain work orders which identify the type of
17 work performed for Sugar Creek and to invoice Sugar Creek on a monthly basis for
18 all labor provided. Heartland provides skilled labor at a rate of $18.00 per hour, and
19 unskilled labor at a rate of $14.00 per hour. These rates include all insurance,
20 benefits, and vacation time.

21 The Vehicle Lease agreement provides certain vehicles on an as needed basis during
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regular business hours for $400.00 per month, or $4,800 on an annual basis.

The Office Lease agreement provides office space to Sugar Creek at 1613 W 300 N,

Greenfield, Indiana 46140 for $375.00 per month or $4,500 on an annual basis.

Finally, the Equipment Lease agreement provides certain equipment on an as needed
basis to Sugar Creek. Per the agreement, a large backhoe is leased for $100.00 per

hour and a small backhoe is leased for $50.00 per hour.

Are there any other transactions between Sugar Creek and Heartland.

Yes. Heartland also allocates certain operating expenses to Sugar Creek. These
expenses include purchased power and property taxes. These allocations are
recorded in December and are not based on any actual usage or other measurable
criteria. In addition to these annual allocations, it is common for normal utility
operating expenses to be paid by Heartland, recorded on Heartland’s general ledger,

and then allocated to the utility at a later date.

What is the financial impact of these related party transactions?

Total charges included in test year operating expenses related to the affiliated
contracts are $50,114, or 36% of test year operating expenses. In addition to the
affiliated contracts, Heartland also allocated another $18,734 of test year operating
expenses to Sugar Creek. Together, these charges and the affiliated contracts

represent 49% of total test year operating expenses.
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Did Sugar Creek propose any adjustments for the cost of the services provided
under these affiliated agreements?

No.

Are you proposing any adjustments for the cost of the services provided under
these affiliated agreements?

Yes. Iam proposing an adjustment for affiliated contract labor expenses. 1 propose
an adjustment to eliminate charges under the contract labor contract related to

services preformed by Mr. Salis,

Please explain your adjustment to sewer contract labor charges.

I propose to include 111.5 skilled labor hours and 46 unskilled labor hours in pro
Jorma sewer operating expenses. These hours are related to work performed by
employees provided by Heartland. I am exciuding 793.5 hours ($9,522) related to
work performed by Mr. Salis and for which he has already been paid ($25,000) to

perform under the Executive Management agreement.
Please explain the justification for your proposed adjustment.

Per Sugar Creek’s response to discovery question Q-95, the majority of the skilled
contract labor hours cilarged to Sugar Creek during the test year was for work
performed by Mr. Salis. Discovery question Q-95 requested an explanation of what
work was being performed and who was performing the work relative to 730 “daily”

hours charged to the sewer utility. Sugar Creek provided the following response:

“The work being performed includes normal maintenance including
but not limited to cleaning, sludge pumping, daily plant monitoring
and maintenance, sump testing, administrative duties. The work also



b —

S ND 00 1™

11

12

13

14

15

16

17
18

19

20

21

22

23

Public’s

Exhibit No. 2
Cause No. 43579
Page 43 0f 49

includes any non-routine maintenance or repairs. Most work is
performed by Mr. Salis.”

Discovery question Q-101 requested additional information regarding the executive
management services to be provided under the management agreement. Sugar

Creek provided the following response:

“...The services include but are not limited to administrative duties
including customer and resident communications, state and federal
regulatory compliance issues, responding to regulatory complains
and investigations, day-to-day operation of the water and sewer
utilities, record-keeping requirements.”

Based on the above information, Heartland is charging Sugar Creek twice for the
same services. Sugar Creek pays Heartland a management fee for “executive
management to oversee the daily operations of the water and sewer utilities.” Then
Heartland also charged Sugar Creek, under the contract labor agreement, for the
same hours he works performing the duties required under the management

agreement.

Are there other reasoms that support your proposed contract labor
adjustment?

Yes. The Contract Labor agreement requires Heartland to maintain work orders
which identify the type of work performed for Sugar Creek. Per Sugar Creek’s
responses to discovery questions Q-94(a - ¢) Heartland does not maintain any work
orders or time sheets to support or document the hours worked for Sugar Creek or

the work performed by these employees. Instead, the hours allocated under this
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contract are based upon management’s experience with Sugar Creek’s operational

needs.

Please explain your adjustment to water contract labor charges.

I propose to exclude all contract labor hours charged to the water utility during the
test year. Most, if not all, of the repairs to the water utility were performed by
outside contractors during the test year. All of the hours charged to the water utility
during the test year are related to work performed by Mr. Salis and for which
Heartland has already been compensated under the executive management

agreement.
Please explain the justification for your proposed adjustment.

Per Sugar Creek’s response to discovery question Q-96, the majority, if not all, of
the skilled contract labor hours charged to Sugar Creek during the test year was for
work performed by Mr. Salis. Discovery question Q-96 requested an explanation of
the work being performed and who was performing it relative to 215 “daily” hours

charged to the water utility. Sugar Creek provided the following response:

“As the certified operator, Mr. Salis performs the majority of the

work which includes all operation and maintenance activities
including but not limited to daily plant inspections, periodic water
tests, correspondence with the water testing lab, boil water advisory
activities, leak repairs, and administrative duties.”

Discovery question Q-101 requested additional information regarding the executive
management services to be provided under the management agreement. Sugar

Creek provided the following response:
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“...The services include but are not limited to administrative duties
including customer and resident communications, state and federal
regulatory compliance issues, responding to regulatory complains
and investigations, day-to-day_operation of the water and sewer
utilities, record-keeping requirements.”

Based on the above, Heartland is essentially charging Sugar Creek twice for the
same services. As in the sewer utility, the water utility also pays Heartland a
management fee for “executive management to oversee the daily operations of the
water and sewer utilities.” Then Heartland charges the water utility under the
contract labor agreement, for the same hours he works performing the duties

required under the management agreement.

Are there other reasons to support your proposed contract labor adjustment?

Yes. Discovery question Q-98 requested information regarding 15 hours charged
during the test year and labeled “meter pit” (three separate dates). Sugar Creek’s
response was that the hours were related to work initiated by a leak and included the
investigation of the complaint, arrangement of a contractor to perform the work,
supervision of the labor. These are all “text book™ descriptions of what a manager’s
duties would include. The total hours charged to the water utility consisted of a total
of 274 hours, of which 15 were related to the work described above, 44 were related
to water tests, and the remaining 215 hours were described above in response to

discovery question Q-96.

Did you consider an adjustment for vehicle lease expense?

Yes. Sugar Creek’s service territory is extremely small; one could easily walk the
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entire system. There is not a daily need for a vehicle. However, if you calculate the
retumn that would be earned on the investment in a small truck, the depreciation to be
recovered, and maintenance costs, the monthly cost, although less than $400 per

month®, is not that much less that it would warrant proposing an adjustment at this

time,

Did you have any comments relative to the equipment lease contract?

Yes. Currently, this contract charges an hourly rate for the rental of the backhoes.
However, not all jobs lend themselves to an hourly rental. There are times when the
equipment will be needed on a daily or even weekly basis. Commercial equipment
rentals offer this alternative pricing and [ believe that the affiliated contract should

be amended to also allow for daily and weekly rentals.

Non-Utility Expenses and Duplicate Expenses

Q:
A:

Please explain your proposed adjustment for non-utility sewer expenses.

During the test year, $400 of expenses for cleaning out port-toilets was recorded to
Sugar Creek’s gencral ledger. These expenses actually relate to the Heartland
Resort, and I have eliminated them from test year sewer expenses. Schedule 6S,

Adjustment 10 yields a pro forma decrease of $400 to test year operating expense.

* Assuming a mid-size truck cost of $25,000, then the annual return would be $2,500 using a 10% average cost
of capital, depreciation expense would be approximately $600 (allocating the asset 75% sewer and 25% water)
and assuming another $100 of maintenance and gas costs per month gives an annual cost of $4,300 or
$350/month compared with the $§400 charged in the affiliated contract.



10

11

12

13

14

15

16

17

18

19

20

21

Public’s

Exhibit No. 2
Cause No. 43579
Page 47 0of 49

Please explain your proposed adjustment for non-utility water expenses.

During the test year, the IDEM public drinking water fee for Heartland Resort’s well
was recorded to Sugar Creek’s general ledger in error. Additionally, this expense
was recorded twice during the test year, once in January and again in December.
The fee is $100 annually. Schedule 6W, Adjustment 6 yields a pro forma decrease

to water operating expenses of $200.

Please explain your proposed adjustment for duplicate water expenses
recorded during the test year.

During the test year the IDEM public drinking water fee ($350) was recorded twice
— once in January and again in December. Likewise, the annual dues for the
Alliance of Indiana Rural Water ($100) were recorded twice. Schedule 6W,

Adjustment 6 yields a pro forma decrease to water operating expenses of $450.

Bad Debt Expense

Q:
A:

Please explain your proposed adjustment for bad debt expense.

In Cause No. 43534, the OUCC filed an investigation into Sugar Creek’s operations
and requested the Commission require Sugar Creek to directly bill its residential
customers. In recognition of the current collection problems being experienced by
the Riley Village Homeowners® Association, I have included bad debt expense at
5.0% of residential revenues. Schedule 6S, Adjustment 11 yields a pro forma
increase of $2,360 to test year operating expense. Schedule 6W, Adjustment 7

yields a pro forma increase of $787.
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Directly Billing of Residential Customers

Q:

A

Please explain your proposed adjustment for the costs of directly billing
residential customers.

As discussed above, in Cause No. 43534, the OUCC requested that the Commission,
require Sugar Creek to directly bill its residential customers. There are certain costs
that are inherent in implementing direct billing of residential customers. These costs
generally fall into two categories, materials and labor. I estimate that 75 (76
residential customers less RVHOA) additional invoices will need to be prepared
monthly or 900 (75 x 12) additional invoices on an annual basis. The cost of these
invoices includes postage, envelopes, and printing costs and is estimated at $.50 per
invoice. Total material and postage expenses is estimated at $450 (900 x $.50) and
is allocated 75% to the sewer utility, $338 and 25% to the water utility. Clerical
labor is estimated at $12.92 per hour, $12.00 per hour grossed up for payroll taxes
(7.65%). Ihave estimated eight (8) hours per month or 96 hours annually to prepare
the bills, record cash receipts, and prepare bank deposits. The imtial set-up time
may be more than 8 hours per month but subsequent months should be less,
averaging to eight (8) hours per month. Total labor expense is estimated at $1,240
(96 x $12.92) and is allocated 75% to the sewer utility, $930, and 25% to the water
utility, $310. Schedule 6S, Adjustment 12 yields a pro forma increase of $1,268
(8338 + $930) to test year sewer operating expense. Schedule 6W, Adjustment 8
yields a pro forma increase of $423 ($113 + $310) to test year water operating

expense.
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IX. Other Issues

If Sugar Creek is not required to directly bill its residential customers, what
impact would that have on your pro forma rate schedules?

There are several expenses that I have included in my calculation of rates that would
be unnecessary if Sugar Creek isn’t required to direct bill its residential customers. I
have included bad debt expense at a rate of 5% on residential sales only. Total bad
debt Expenses [ included in rates is $2,906 ($3,147 — 241). 1 also included labor and
materials directly related to billing the residential customers. Total direct billing
costs included in rates is $1,691.Therefore, if Sugar Creek is not required to direct

bill, a total of $4,597 should be eliminated from the calculation of over-all rates.

Please explain the OUCC’s proposal regarding updates to Sugar Creek’s tariff.

In conjunction with Sugar Creek directly invoicing its residential customers, it is
necessary for it to include certain non-recurring charges on its tariff. These non-
recurring charges would include a tap fee for water and a connection fee for sewer;
bad check charge, late fees or penalties (per the requirements of the Indiana
Administrative Code), disconnect fees/reconnect fees for water; and other non-
recurring charges that the Utility deems necessary.  These non-recurring charges
should be cost-based and cost support will be required when filing this request with

the Commission.

Does this conclude your testimony at this time?

Yes.



T T A Sk~ b, dohcbos e n

oucc

Schedule 1

Page 1 of 3
SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Comparison of Petitioner's and OUCC's
Combined Revenue Requirements
Per Petitioner O {O)-(B)
(A) (B) Per Sch oucc

w/Project w/o Project OUCC Ref More (Less)
Original Cost Combined Rate Base $ 567,996 $ 205496 $ 114,735 7 $ (180,761)
Times: Weighted Cost of Capital 10.06% 10.06% 10.00% {0.00060)
Net Combined Operating Ineome Required 57,140 29,727 11,474 (18,253)

for Return on Rate base
Less: Adjusted Net Operating income (23,419) (23,419) 16,334 4 39,753
Net Combined Revenue Requirement 80,559 53,146 (4,860) (58,006)
Gross Revenue Conversion Faetor 101.42% 101.42% 104.27% 2.85%
Recommended Combined Revenue Increase § 81,707 $ 53,901 3 (5,068) §  (58,969)
Recommended Combined Percentage Increas 89.93% 59.33% 4.21% -63.54%
Per Petitioner Per OuCC
w/Project w/o Project ouUCC More (Less)
Current flat rate per EDU

Sewer $51.75 3 67.00 § 6700 § 50.71 3 (16.29)
Water 17.25 64.05 42.93 15.38 (27.55)
Combined $69.00 § 13105 § 10993 § 66.10 3 (43.84)
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Gross Revenue Conversion Factor

Per Petitioner Per
w/Project w/o Project OUCC

Gross revenue Change 100.00% 100.00% 100.0000%
Less: Bad Debt Rate (5% of residential sales) 0.00% 0.00% 2.6115%
Sub-total 100.00% 100.00% 97.3885%
Less: IURC Fee (.001203993%) 0.00% 0.00%  0.1172551%
Income Before State Income taxes 100.00% 100.00% 97.2712%
Less: State Income Tax (8.5% of Line 5) 0.00% 0.00% 0.0000%

Utility Reeeipts Tax (1.4% of Line 3) 1.40% 1.40% 1.3634%
Income before Federal income Taxes 98.60% 08.60% 95.9078%
Less: Federal income Tax (34% of Line 8) 0.00% 0.00% 0.0000%
Change in Operating Income 98.60% 08.60% 95.9078%

Gross Revenue Conversion Factor 101.42% 101.42% 104.27%
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Reconciliation of Combined Net Operating Income Statement Adjustments
Pro-forma Present Rates
Per Per oucCcC
Petitioner OuCC More (Less)
Operating Revenues
Residential Sewer Service b - $ (3,312) b (3,312)
Commercial Sewer Service - 32,935 32,935
Penalties - - -
- 29,623 29,623
O&M Expense
Chemical Expenses 378 602 224
Reclass of Contract Services - (224) (224)
Sludge Removal - 2,167 2,167
Materials & Supplies 3,261 3,261 -
Maintenance Costs 597 597 -
Accounting Fees 526 525 4y
Lepal Fees (22,922) (23,968) (1,046)
Capital/Non-Recurring Costs (16,404) (17,671) (1,267)
Contract Labor - (11,563) (11,563)
Non-Utility & Duplicate Expenses - (1,050) {(1,050)
Bad Debt Expense - 3,147 3,147
Billing Expenses - 1,691 1,691
IURC Fee 27 63 36
Depreciation Expense 7,682 (1,649) (9,331)
Acquisition Adjustment Amortization 1,329 - (1,329)
Rate Case Amortization (244) 7,756 8,000
Taxes Other than Income:
Sales Tax (59) 59 -
Property Tax - - -
Utility Receipts Tax 139 554 415
Total Operating Expenses (25,690) (35,821) (10,131)

Net Operating Income $ 25,690 $ 65,444 $ 39,754
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
COMPARATIVE BALANCE SHEET
As of December 31,
2008 2007 2006
ASSETS
Utility Plant:
Sewer Utility Plant in Service $ 184507 § 184,507 § 177,081
Less: Accumulated Depreciation 56,473 52,260 48,047
Net Sewer Utility Plant in Service 128,034 132,247 129,034
Water Utility Plant in Service 96,299 96,299 96,299
Less: Accumulated Depreciation 17,850 16,373 14,896
Net Water Utility Plant in Service 78,449 79,926 81,403
Net Utility Plant in Service 206,483 212,173 210,437
Current Assets:
Cash and Cash Equivalents 33,082 38,725 28,830
Accounts Receivable
Materials and Supplies
Other Current Assets
Total Current Assets 33,082 38,725 28,830
Deferred Debits
Acquisition Adjustment 50,000 50,000 50,000
Deferred Rate Case Costs 2,744 5,488
Total Deferred Debits 50,000 52,744 55,488
Total Assets $ 289,565 $ 303642 § 294,755
LIABILITIES & STOCKHOLDERS' EQUITY:
Stockholders' Equity
Common Stock $ 150,000 $§ 150,000 § 150,000
Retained Earnings {73,540) (41,298) (28,378)
Paid in Capital 320 320 320
Total Stockholders' Equity 76,780 109,022 121,942
Loan Payable - Officers 212,785 194,537 172,730
Current Liabilities
Accounts Payable - 83 83
Other Accounts Payable - - -
Other Current Liabilities - 83 83

Total Liabilities & Stockholders' Equity § 289,565 § 303,642 § 294,755
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
COMPARATIVE INCOME STATEMENT
Twelve Months Ended December 31,
2008
Water Sewer Combined 2007 2006
Operating Revenues
Residential Sewer Service $ 16560 § 49,680 § 66,240 $ 66,240 $ 66,240
Commercial Sewer Service 6,154 18,463 24,617 24,617 24,617
Penalties - - - - -
Total Operating Revenues 22,714 68,143 90,857 90,857 90,857
Operating Expenses
Purchased Power 4,800 12,000 16,800 16,800 16,800
Chemicals - - -
Sludge Removal - - -
Materials and Supplies - 13,703 13,703 - -
Contractual Services 23,624 60,031 83,655 60,195 56,397
Transportation Expense 1,200 3,600 4,800 4,800 4,800
Insurance 390 1,171 1,561 1,880 1,855
Rentals
Building 1,125 3,375 4,500 4,500 4,500
Equipment - 1,600 1,600 2,800 2,800
Regulatory Expenses 921 411 1,332 1,062 902
Bad Debt Expense : - - -
Miscellaneous Expense 428 28 456 100 225
Total O&M Expense 32,488 95,919 128,407 92,137 88,279
Depreciation Expense 1,477 4,213 5,690 5,690 5,504
Amortization Expense 686 2,058 2,744 2,744 2,744
Taxes Other than Income:
Sales Tax 59 - 59 - -
Property Tax 484 1,450 1,934 1,934 1,934
Utility Receipts Tax 283 850 1,133 1,272 1,272
Total Operating Expenses 35,477 104,490 139,967 103,777 99,733

Net Operating Income $ (12,763) § (36,347) § (49,110) § (12,920) § (8,876)
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SUGAR CREEK UTILITY COMPANY, INC,
CAUSE NUMBER 43579
Pro-forma Combined Net Operating Income Statement
Year Pro-forma Pro-Forma
Ended Sch Present Sch Proposed
12/31/2008  Adjustments  Ref Rates Adjustments  Ref Rates
Operating Revenues
Residential Sewer Service $ 66240 § (3,312) 5-1 $ 62928 $ (2,646) 1 $ 60,282
Commercial Sewer Service 24,617 1,531 5-2 57,552 (2,422) 1 55,130
31,404 5-3
Penalties - - 1 -
Total Operating Revenues 90,857 29,623 120,480 (5,068) 115,412
O&M Expense 128,407 85,984 85,845
Chemical Expenses 602
Sludge Removal 2,167
Materials & Supplies 3,261
Maintenance Costs 597
Accounting Fees 525
Reclass of Contract Services (224)
Legal Fees (23,968)
Capital/Non-Recurring Costs (17,671)
Contract Labor (11,563)
Non-Utility & Duplicate Expenses (1,050)
Bad Debt Expense 3,147 (133) 1
Billing Expenses 1,691
IURC Fee 63 (6) 1
Depreciation Expense 5,690 (1,649) 4,041 4,041
Rate Case Expense Amortization 2,744 7,756 10,500 10,500
Taxes Other than Income:
Sales Tax 59 (59) - -
Property Tax 1,934 - 1,934 1,934
Utility Receipts Tax 1,133 554 1,687 (69) 1 1,618
Total Operating Expenses 139,967 (35,821) 104,146 (208) 103,938
Net Operating Income $ (49,1100 § 65444 $ 16334 § (4,860) $ 11,474
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SUGAR CREEK UTILITY COMPANY, INC,
CAUSE NUMBER 43579
Calculation of Combined Rate Base
Per Petitioner {©) C)-(B)
(A) (B) Per oucc
w/Project w/o Project QUCC More (Less)
Utility Plant in Service at 12/31/2008 $§ 230806 § 280806 $ 280,806 § -
Add: 2008 Capitalized Expenditures 29,495 29,495 16,403 (13,092)
Proposed Water Main Project 272,500 - - -
Less: Improvements serving only Heartland
2000 Sewer Line Improvements - - (22,000) (22,000)
2002 Sewer Line Additions - - (33,845) (33,845)
2001 Water Line Additions - - (31,672) (31,672)
2002 Water Line Additions - - (33,845) (33,845)
Unsupported Improvements
2007 Hydraserve Pump - - (3,719) (3,719)
2007 Hydraserve Pump - - (3,709) (3,709)
Gross Utility Plant in Service 582,801 310,301 168,419 (141,882)
Less: Accumulated Depreciation 74323 74,323 74,323 -
Plus: Accumulated Depreciation on - - (12,008) (12,008)
disallowed Improvements
Net Utility Plant in Service 508,478 235978 106,104 (129,874)
Add:  Unamortized Acquisition Adjustment 48,672 48,672 - (48,672)
Working Capital (see below) 10,846 10,846 8,631 (2,215)
Total Original Cost Rate Base $ 56799 § 205496 § 114,735 § (180,761)
Working Capital Calculation
Operation & Maintenance Expense $ 96,369 § 96,369 § 85,845 §  (10,524)
Less: Purchased Water - - - -
Purchased Power 9,600 9,600 16,800 7,200
Adjusted Operation & Maintenance Expense 86,769 86,769 69,045 (17,724)
Times: 45 Day Factor 0.125 0.125 0.1250 0.1250
Working Capital Requirement $ 10846 § 10846 § 8,631 $ (2,216)
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CAUSE NUMBER 43579

Current and Proposed Rates and Charges

OUCC
Schedule 8
Page 1 of 1

oucc oucc
Proposed  More (Less)

$ 5071 $ (16.29)
$ 1538 § (27.55)

Petitioner
Current Proposed

Flat Rate Per Equivalent Dwelling Unit
Sewer Rate $ 5175 $ 67.00
Water Rate $ 17.25 $ 42.93
Combined Rate $ 69.00 $ 109.93

$ 6609 §  (43.84)
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Comparison of Petitioner's and QUCC's
Sewer Utility Revenue Requirements
Per Per

Petitioner OUCC Ref More (Less)
Original Cost rate Base $ 180,219 3 90,440 78 $ (89,779}
Times: Weighted Cost of Capital 10.06% 10.00% -0.06%
Net Operating Income Required for 18,131 9,044 {9,087)

Return on Rate base

Less: Adjusted Net Operating income (1,672) 10,780 45 12,452
Net Revenue Requirement 19,803 (1,736) (21,539)
Gross Revenue Conversion Factor 101.42% 104,27% 2.85%
Recommended Revenue Increase $ 20084 § (1,810) 5 (21,894)
Recommended Percentage Increase 29.47% -2.00% -31.47%

Proposed oucC
Petitioner QUCC More {Less)

Current flat rate per EDU = $51.75 3 6700 3 50.71 b (16.29)
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SUGAR CREEK UTILITY COMPANY, INC,

CAUSE NUMBER 43579

Gross Revenue Conversion Factor

Per Per
Petitioner ouUCC

Gross revenue Change 100.0000% 100.0000%
Less: Bad Debt Rate (5% of residential sales} 0.0000% 2.6115%
Sub-total 100.0000% 97.3885%
Less: IURC Fee 0.0000000% 0.1172551%
Income Before State Income taxes 100.000000% 97.2712%
Less: State Income Tax (8.5% of Line 5) 0.0000% 0.0000%

Utility Receipts Tax {1.4% of Line 3) 1.4000% 1.3634%
Income before Federal income Taxes 98.6000% 95.9078%
Less: Federal income Tax (34% of Line 8) 0.0000% 0.0000%
Change in Operating Income 98.6000% 95.8078%
Gross Revenue Conversion Factor 101.42% 104.27%

oucc
Schedule 1S
Page 2 of 3
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Reconciliation of Net Operating Income Statement Adjustments
Pro-forma Present Rates
Per Per oucc
Petitioner OUCC More (Less)
Operating Revenues
Residential Sewer Service 5 - $ (2,484) b (2,484)
Commercial Sewer Service - 24,701 24,701
Penalties - - -
Total Operating Revenues - 22,217 22,217
O&M Expense
Chemical Expenses 378 602 224
Sludge Removal - 2,167 2,167
Materials & Supplies 1,631 2,446 815
Maintenance Costs 597 597 -
Accounting Fees 263 394 131
Reclass of Contract Services - (224) (224
Legal Fees (11,461) (17,976) (6,515)
Capital Costs (13,296) (13,296} -
Contract Labor - (8,278) (8,278)
Non-Utility Expenses - (400) (400)
Bad Debt Expense - 2,360 2,360
Billing Expenses - 1,268 1,268
[URC Fee 41 48 7
Depreciation Expense 1,721 (850) (2,571)
Acquisition Adjustment Amortization 986 - (986)
Rate Case Amontization 1,250 5,817 4,567
Taxes Other than Income:
Sales Tax - - -
Property Tax - - -
Utility Receipts Tax 104 415 311
Total Operating Expenses {17,786) (24,910) (7,124)

Net Operating Income $ 17,786 $ 47,127 $ 29,341




Operating Revenues
Residential Sewer Service
Commercial Sewer Service

Penalties
Total Operating Revenues

O&M Expense
Chemical Expenses
Sludge Rermoval
Materials & Supplies
Maintenance Costs
Accounting Fees
Reclass of Contract Services
Legal Fees
Capital Costs
Contract Labor
Non-Utility Expenses
Bad Debt Expense
Billing Expenses
TURC Fee

Depreciation Expense
Rate Case Expense Amortization
Taxes Other than Income:

Sales Tax

Property Tax

Utility Receipts Tax

Total Operating Expenses

Net Operating Income

oucc
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Pro-forma Sewer Utility Net Operating Income Statement
Year Pro-forma Pro-Forma
Ended Sch Present Sch Proposed
12/31/2008 Adjustments  Ref Rates Adjustments Ref Rates
$ 49680 $ (2484) 581 $ 47196 $§ (945 1S § 46251
18,463 1,145 558-2 43,164 (865y 18 42,299
23,556 58-3
- - - 18 -
68,143 22,217 90,360 (1,810) 88,550
95,919 65,627 65,578
602 65-1
2,167 65-2
2,446 65-3
597 654
304 6S-5
(224) 658-6
(17,976)  65-7
(13,296)  65-8
(8,278) 6589
{400) 6S-10
2,360 6S-11 47y 18
1,268  6S-12
48  65-13 2) 18
4,213 (850) 6S-14 3,363 3,363
2,058 5,817  65-15 7.875 7,875
1,450 1,450 1,450
850 415  65-16 1,265 (25) 1S 1,240
104,490 (24,910) 79,580 (74) 79,506
$ (36347) $ 47,127 $ 10,780 $§ (1,736) 5 9,044
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Sewer Utility Revenue Adjustments
Current Equivalent Dwelling Units -- Equivalent Dwelling Units for Rate Purposes
Residential 84.0 52.2% Occupied Residential Homes 76.0 52.2%
Commercial 77.0  47.8% Pro-rated Commercial EDUs 69.5 47.8%
161.0 145.5
(1
Decrease Number of Residential EDUs
To decrease residential EDUs from 80 to 76 -- estimated number of occupied homes at 3/31/09
Number of Residential EDUs to be bitled 76.00
Rate per EDU $ 5175
Monthly Residential Revenue 3,933
Times: 12 months 12
Annual Residential Revenue 47,196
Less: Test Year Commercial Revenues (49,680)
Adjustment Increase (Decrease) $ (2,484
2

Increase Commecrcial Revenues per Cause No. 41913

To increase commercial test year revenues for the rate increase in effect since approximately June 2003.

Current sewage rate per EDU $ s51.7s

Number of EDUs to be billed to Heartland Resort - 31.57

Monthly Commercial Sewage Revenue 1,634

Times: 12 months 12

Annual Commercial Sewage Revenue 19,608
Less: Test Year Commercial Sewage Revenues (18,463)

Adjustment Increase (Decrease) $ 1,145




SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Sewer Utility Revenue Adjustments

@

Increase Commercial EDUs

To increase commercial EDUs from 31.57 to 69.5 due to increase in Heartland Resort facilities.

Updated EDUs to be billed to Heartland Resort 69.50
Rate per EDU $ 5175
Pro forma Monthly Commercial Sewage Revenue

Times: 12 months ‘

Pro forma Annual Commercial Sewage Revenue

Less: Adjusted Test Year Commercial Sewage Revenues

Adjustment Increase (Dccrease)

3,597
12

43,164
(19,608)

QUCC
Schedule 58
Page 2 of 2

$ 23,556
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Sewer Utility Expense Adjustments

)]
Chemical Expense

To adjust operating expenses to reflect expenses paid by Heartland Resort for Sewer Utility chemicals and the
reclassification of chemical costs charged to Sugar Creek by Astbury Water, the sewer plant operator.

Sugar Creek General Ledger  (See Adjustment (6) below)

Astbury War(05.01.08 Liquid Dechlorinator (45 Gallons) $ 224
Heartland General 1 edger ‘Allocations Per Petitioner,

Brenntag Mi07.08.08 Liquid Chlorine 339 50% 170

Brenntag Mi09.15.08 Liquid Chlorine 208 100% 208

Adjustment Increase (Decrease)

)
Sludge Removal

To adjust operating expenses to reflect expenses paid by Heartland for Sewer Utility matenials and supplies.

Commercial Sewer Cleaning Company 09.30.06 $ 6,500.57
Divide: Amortization Period 3
Pro forma sludge removal expense 2,167

Less: Test Year sludge removal expense -

Adjustment Increase (Decrease)

1))
Additional Materials and Supplies Expense

To adjust operating expenses to reflect expenses paid by Heartland for Sewer Utility materials and supplies.

Supplies purchased from Mid South Supply during 2008 $ 3,26095

Times: Sewer Portion 75%

Adjustinent Increase (Decrease)

oucc
Schedule 6S

Page i of 7
3 602
$ 2,167

$§ 2446
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Sewer Utility Expense Adjustments
“
Lift Station Pump Maintenance

To adjust operating expenses to reflect the amortization of lift station pump maintenance (paid by Heartland).

Kirby Risk $ 2983

Divide: Amortization Period 5

Adjustment Increase (Decrease) b 597
E)
Accounting Fees

To adjust operating expenses to reflect expenses paid by Heartland for accounting services.

Prepare [URC Annual Report b 225

Prepare Federal & State "S" Corp Returns 300

Pro forma Accounting Fees $ 525

Times: Sewer Portion _ 75.00%

Adjustment Increase (Decrease) $ 394
()

Reclass Chemical Costs

To reclass ehemical eosts charged by Astbury Water and included in contractual services in error. These costs are
included as chemical costs in adjustment (1) above,

Astbury Water (Invoice #1171435, 05.01.08)

15 Gallon containers of liquid dechlorinator (delivered 04.02.08) h 52.90
Times: Number of containers delivered 3
159
Add: Freight Charges 65

Adjustment Increase (Decrease) - § (224)



SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Sewer Utility Expense Adjustments

M

Legal Fees

To adjust operating expenses to reflect the elimination of legal fees (Bose McKinney Evans) from test year operating
expenses. Legal costs related to rate case expense are included in adjustment (17) below.

ouccC
Schedule 65
Page 3 of 7

Rate Case Non-Allowed Expenses Total
Invaice # Date Expense Personal Investigation Invoice
417019 01.14.08 - 905.90 - 905.90
422085 03.10.08 - 140.00 - 140.00
425994 04.18.08 - - 1,937.00 1,937.00
428200 05.13.08 - - 2,571.02 2,571.02
433867 07.18.08 - - 768.00 768.00
437557 08.21.08 - - 608.00 608.00
438867 09.11.08 408.00 - 4,173.10 4,581.10
441638 10.14.08 683.48 - 4,224.92 4,908.40
444127 11.10.08 1,062.02 - 2,211.78 3,273.80
446293 11.30.08 672.51 - 3,601.89 4,274.40
2,826.00 1,045.90 20,095.72 23,967.62
Times: Sewer Portion 75%

Adjustment Increase (Decrease)

®

Capital Costs

To reduce operating expenses for costs that are capital in nature.

ITT Water & Wastcwater

Hydraserve

06.13.08
11.02.08

#12480601
#12488401

Adjustment Increase (Decrease)

3,954

§ (17,976)

9,342

3 (13,296)
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Sewer Utility Expense Adjustments

)]
Contract Labor Costs

To adjust operating expenses to reflect the elimination of certain contract labor costs and to reflect hourly rates per current
affiliated contract.

Skilled Unskilled Total
Labor Labor Labor
Expense Expense Expense
Grass Mowing 46.0 46.0
03.11.08 5.0 5.0
03.12.08 8.0 8.0
03.13.08 6.0 6.0
05.13.08 5.0 5.0
05.18.08 7.5 , 7.5
07.10.08 24.0 24.0
07.11.08 24.0 24.0
07.12.08 24.0 24.0
08.21.08 8.0 8.0
111.5 46.0 157.5
Times: Current Hourly Rate by 18.00 % 14.00
2,007 644 2,651
(A) ®) (A+B)
Total Operating Expenses $ 2,651
Less: test Year Contract Labor (10,929)
Adjustment Increase (Decrease) $ (8.278)
10

Non-Utility Expenses

To eliminate test year operating expenses that are not related to utility business.

Non-Utility Expenses:
Fisk Excavating 06.15.08 Clean out porta-toilets 200

Fisk Excavating 08.29.08 Clean out porta-toilets 200

Adjustment Increase (Decrease) b 400)



SUGAR CREEK UTILITY COMPANY, INC,
CAUSE NUMBER 43579

Sewer Ultility Expense Adjustments

(11)

Bad Debt Expense
To adjust test year operating expenses to include estimated bad debt expense related to the Utility direct billing residential

customers.

Pro forma Residential Sewer Revenues
Times: Estimated Bad Debt %

5 47,196
5.00%

Adjustment Increase (Decrease)

{12)

Direct Invoicing Expenses

To adjust test year operating expenses to include estimated expenses related to direct billing of residential customers.

Number of Annual bills —
Number of Residential Customers
Less: Current Riley Village HOA invoice
Total additional monthly invoices
Times: Number of Months
Additional Annual Invoices

Estimated Cost Per Invoice Mailed —
Postage Per Customer
Envelopes ($15 for 500)
Invoice Printed In-House
Estimated Cost Per Invoice Mailed
Times: Number of Additional Invoices
Pro forma additional annual invoice cost
Times: Sewer Portion

Total estimated costs for postage, envelopes, and invoice

Clerical Wages —
Hourly Cost of Employee (512 x 1.0765)

Times: Number of hours per month
Estimated Monthly Clerical Wages
Times: Number of Months
Estimated Annual Clerical Wages
Times: Sewer Portion

Estimated Annval Wages

76
(1)
75
12
$§ 042
0.03
0.05
$ 0.50
900
$ 1292
8
103.36
12

Adjustment Increase (Decrease)

3

900

450

75.00%

1,240

75.00%

OUCC

Schedule 65
Page 5 of 7

$

b

$

2,360

338

930

1,268



SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Sewer Utility Expense Adjustments

(13)
IURC Fee

To adjust operating expenses to reflect the [URC fee on present rate sewer revenues

Pro forma Present Rate Revenues b 90,360
Times: 2008-2009 TURC Fee 0.1203993%
Pro forma TURC Fee $ 109
Less; Test Year JIURC Fee (61)

Adjustment Increase (Decrease)

(14)
Depreciation Expense

To adjust operating expenses to reflect current depreciation expense

Sewer Utility Plant In Service (Per Sch, 75) § 134,530

Less: Land -

Sewer Adjusted Depreciable Utility Plant $ 134,530

Times: Composite Depreciation Rate 2.50%

Pro forma Depreciation Expense § 3,363
Less: Test Year 4,213)

Adjustment Increase (Decrease)

15)
Rate Case Amortization

OuUCC

Schedule 65

Page 6 of 7

5 (850)

To adjust operating expenses to reflect an increase due to the amortization of rate case expenses for Cause No. 43579.

Accounting Consultant 5 12,500
Legal Fees 40,000
Pro forma rate case expense 52,500
Divide: Amortization Period 5
Pro forma rate case expense 10,500
Times: Sewer portion 75.00%
Pro forma Sewer rate case expense 7,875
Less: Test Year Amortization (2,058)

Adjustment Increase (Decrease)

5817
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SUGAR CREEK UTILITY COMPANY, INC,
CAUSE NUMBER 43579

Sewer Utility Expense Adjustments
(16)
Utility Receipts Tax

To adjust operating expenses to reflect Utility Receipts Tax on Present Rate Sewer Revenues.

Pro forma present rate sewer revenues $ 90,360

Times: Utility Receipts Tax Rate 1.40%

Pro forma Utility Receipts Tax $ 1,265
Less: Test Year Utility Receipts Tax (850)

Adjustment Increase (Decrease) 5 415
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Calculation of Sewer Utility Rate Base
Per Per OUCC
Petitioner OUCC More (Less)
Utility Plant in Service at 12/31/2008 $ 184507 § 184,507 § -
Add: 2008 Capitalized Expenditures 13,296 13,296 -
Less: 2000 Sewer Line Improvements - (22,000) (22,000)
2002 Sewer Line Additions - (33,845) (33,845)
2007 Hydraserve Pump - 3,719) (3,719)
2007 Hydraserve Pump - (3,709) (3,709)
Gross Utility Plant in Service 197,803 134,530 (63,273)
Less: Accumulated Depreciation 56,473 56,473 -
Plus: Accumulated Depreciation on - (5,686) (5,686)
disallowed Improvements
Net Utility Plant in Service 141,330 83,743 (57,587)
Add: Materials & Supplies ‘ - - -
Unamortized Acquisition Adjustment 31,868 - (31,868)
Working Capital (see below) 7,022 6,697 (325)
Total Original Cost Rate Base $§ 180,220 § 90,440 §  (89,780)
Working Capital Calculation
Operation & Maintenance Expense $ 60,974 $ 65,578 $ 4,604
Less: Purchased Water - - -
Purchased Power 4,800 12,000 7,200
Adjusted Operation & Maintenance Expense 56,174 53,578 (2,596)
Times: 45 Day Factor 0.125 0.125 -
Working Capital Requirement 3 7,022 § 6,697 .8 (325)
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Comparison of Petitioner's and QUCC's
Water Utility Revenue Requirements
Per Petitioner Per

w/Project w/o Project QuUCC Ref More (Less)
Original Cost rate Base $ 387,776 § 115276 § 24,295 TW $  (90,981)
Times: Weighted Cost of Capital 10.06% 10.06% 10.00% -0.06%
Net Operating Income Required for 39,011 11,598 2,430 (9,168)

Return on Rate base

Less: Adjusted Net Operating income (21,747) {21,747) 5,554 4W 27,301
Net Revenue Requirement 60,758 33,345 (3,124) (36,469)
Gross Revenue Conversion Factor 101.4% 101.4% 104.27% 2.85%
Recommended Revenue Increase $ 61,623 § 33817 3% (3,257) 3 37,074)
Recommended Percentage Increase 271.30% 148.88% -10.81% -159.70%

Proposed
Petitioner oucc

w/Project w/o Project QUCC More s)

Current flat rate per EDU = $17.25 b 6405 § 4293 § 15.38 $ (27.55)
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10

11

SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Gross Revenue Conversion Factor

Gross revenue Change
Less: Bad Debt Rate (5% of residential sales)

Sub-total
Less: IURC Fee

Income Before State Income taxes

Less: State Income Tax (8.5% of Line 5)
Utility Receipts Tax (1.4% of Line 3)

Income before Federal income Taxes
Less: Federal income Tax (34% of Line 8)
Change in Operating Income

Gross Revenue Conversion Factor

Per Petitioner Per
wiProject w/o Project OUCC

100.00% 100.00% 100.0000%
0.0000% 0.0000% 2.6115%
100.00% 100.00% 07.3885%
0.00% 0.00% 0.1172551%
100.00% 100.00% 97.2712%
0.00% 0.00% 0.0000%
1.40% 1.40% 1.3634%
98.60% 98.60% 05.9078%
0.00% 0.00% 0.0000%
98.60% 98.60% 95.9078%
101.42% 101.42% 104.27%

QuCC
Schedule 1W
Page 2 of 3
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SUGAR CREEK UTILITY COMPANY, INC.

CAUSE NUMBER 43579

Reconciliation of Net Operating Income Statement Adjustments

Operating Revenues
Residential Sewer Service
Commercial Sewer Service
Penalties

O&M Expense
Materials & Supplies
Accounting Fees
Legal Fees
Capital/Non-recurring Costs
Contract Labor
Duplicate or Non-Utility Expenses
Bad Debt Expense
Billing Expenses
IURC Fee

Depreciation Expense
Acquisition Adjustment Amortization
Rate Case Amortization

Taxes Other than Income:
Sales Tax
Property Tax
Utility Receipts Tax
Total Operating Expenses

Net Operating Income

Per

Petitioner

1630

263
-11461
(3,108)

04
5,961
343
(1,494)
(59)

35

(7,904)

$ 7,904

Pro-forma Present Rates

Per
OuUCcC

$ (828)
8,234

7,406

815
131

(5,992)

(4,375)

(3,285)

(650)
787
423
15

(799)

1,939

(59)

139
(10,911)

3 18,317

R e P T SRRy R S e

oucc
Schedule 1W
Page 3 of 3

oucCcC

$ (828)
8,234

7,406

(815)

(132)
5,469

(1,267)

(3,285)

(650)
787
423
29

(6,760)
(343)
3,433

104
(3,007)

$ 10,413
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Pro-forma Water Utility Net Operating Income Statement
Year Pro-forma Pro-Forma
Ended Sch Present Sch Proposed
12/31/2008 Adjustments  Ref Rates Adjustments Ref Rates
Operating Revenues
Residential Sewer Service § 16560 % (828) 5W-1 $ 15732 § @700 1w 3 14,031
Commercial Sewer Service 6,154 386 5W-2 14,388 (1,556) 1W 12,832
7,848 5W-3
Penalties - - - W -
Total Operating Revenues 22,714 7,406 30,120 (3,257) 26,863
O&M Expense 32,488 20,357 20,268
Materials & Supplies 815 6W-1
Accounting Fees 131 6W-2
Legal Fees (5,992) 6W-3
Capital/Non-recurring Costs (4,375) 6W4
Contract Labor (3,285) 6W-5
Duplicate or Non-Utility Expenses (650) 6W-6
Bad Debt Expense 787 6W-7 (85) 1IW
Billing Expenses 423 6W-8
IURC Fee 15 6W-9 4 1w
Depreciation Expense 1,477 (799) 6W-10 678 678
Rate Case Expense Amortization 686 1,939  6W-11 2,625 2,625
Taxes Other than Income:
Sales Tax 59 (59) 6W-12 - -
Property Tax 484 - 484 484
Utility Receipts Tax 283 139  6W-13 422 (44 1W 378
Total Operating Expenses 35,477 {10,911) 24,566 {133) 24,433
Net Operating Income $ (12,763) § 18317 $ 555 § (3,124 $ 2,430
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Water Utility Revenue Adjustments
Current Equivalent Dwelling Units -~ Equivalent Dwelling Units for Rate Purposes
Residential 840 522% Occupied Residential Homes 76.0 52.2%
Commercial 71.0  47.8% Pro-rated Commercial EDUs 69.5 47.8%
161.0 145.5
1)
Decrease Number of Residential EDUs
To decrease residential EDUs from 80 to 76 -- estimated number of occupied homes at 3/31/09
Number of Residential EDUs to be billed A 76.00
Rate per EDU $ 17.25
Monthly Residential Revenue 1,311
Times: 12 months 12
Annual Residential Revenue 15,732
Less: Test Year Commercial Revenues {16,560)
Adjustment Increase (Decrease) $ (828)
(2)

Increase Commercial Revenues per Cause No. 41913

To increase commercial test year revenues for the rate increase in effect since approximately June 2003.

Current water rate per EDU £ 1725

Number of EDUS to be billed to Heartland Resort 31.57

Monthly Commercial Sewage Revenue 545

Times: 12 months 12

Annual Commercial Sewage Revenue 6,540
Less: Test Year Commercial Sewage Revenues (6,154)

Adjustment Increase (Decrease) b 386
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Water Utility Revenue Adjustments

3)
Increase Commercial EDUs
To increase commercial EDUs from 31.57 to 69.5 due to increase in Heartland Resort facilities,

Updated EDUs to be billed to Heartland Resort 69.50

Rate per EDU $ 17.25

Pro forma Monthly Commercial Sewage Revenue 1,199

Times: 12 months 12

Pro forma Annual Commercial Sewage Revenue 14,388
Less: Adjusted Test Year Commecrcial Scwage Revenues {6,540)

Adjustment Increase (Decrease) $ 7,848



SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Water Utility Expense Adjustments

6}

Additional Materials and Supplies Expense

oucc
Schedule 6S
Page 1 of 5

To adjust operating expenses to reflect expenses paid by Heartland for Water Utility materials and supplies.

Supplies purchased from Mid South Supply during 2008
Times: Water Portion

Adjustment Increase (Decrease)

@

Accounting Fees

To adjust operating expenses to reflect expenses paid by Heartland for accounting services.

Prepare IURC Annual Report
Prepare Federal & State "S" Corp Returns

Pro forma Accounting Fees

Times: Water Portion

$ 225
300

Adjustment Increase (Decrease)

&)

Legal Fees

To adjust operating expenses to reflect the elimination of legal fees (Bose McKinney Evans) from test year operating
expenses. Legal costs related o rate case expense are included in adjustment (13} below.

$

$

3,260.95

25.0%

5 815

525

25.00%

3 131

Rate Case Non-Allowed Expenses Total
Invoice # Date Expense Personal Investigation Invoice

417019 01.14.08 - 905.90 - 905.90
422085 03.10.08 - 140.00 - 140.00
425994 04.18.08 - - 1,937.00 1,937.00
428200 05.13.08 - - 2,571.02 2,571.02
433867 07.18.08 - - 768.00 768.00
437557 08.21.08 - - 608.00 608.00
438867 09.11.08 408.00 - 4,173.10 4,581.10
441638 10.14.08 683.48 - 4,224.92 4,908.40
444127 11.10.08 1,062.02 - 2,211.78 3,273.80
446293 11.30.08 672.51 - 3,601.8¢ 4,274.40

2,826.00 1,045.90 20,095.72 23,967.62

Times: Water Portion 25%

Adjustment Increase (Decrease)

3 (5,992}



SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Water Utility Expense Adjustments

4)
Capital/Non-Recurring Costs

To reduce operating expenses for costs that are non-recurring or capital in nature.

Capital Costs

R. Turner Plumbing  04.15.08 Repair/Shut-off valve $ 2,000
R. Tumner Plumbing  04.22.08 Repair/Shut-off valve 2,121
R. Tumner Plumbing  12.01.08 Repair/Shut-off valve 2,093
6,214
Times: Capital Portion (per Petitioner) 50.0%

Non-Recurring Costs
Triad Associates 11.30.08 H200834A-1

Engineering services for proposed water project

Adjustment Increase (Decrease)

(3)
Contract Labor Costs

oucCc
Schedule 6S
Page 2 of 5

3,107

1,268

$ (4375 )

To adjust operating expenses to rcfleet the elimination of contract labor costs. Duties performed by John Salis and covered

under Management Contract.

Test Year Contract Labor Charges

Adjustment Increase (Decrease)

(6)
Duplicate Expenses or Non-Utility Expenses

To eliminate excess test year costs due to inclusion of two years' of expense in the test year.

Duplicate Expenses:

Alliance of Indiana Rural Water annual dues $ 100

IDEM Public Drinking Water Fee 350
Non-Utility Expenses:

IDEM Public Drinking Water Fee - Heartland 2008 100

IDEM Public Drinking Water Fee - Heartland 2009 100

Adjustment Increase (Decrease)

3,285

$_(328)

450

200

$ 650



SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579

Water Utility Expense Adjustments

M

Bad Debt Expense
To adjust test year operating expenses to include estimated bad debt expense related to the Utility direct billing residential

customers.

Pro forma Residential Water Revenues
Times: Estimated Bad Debt %

b3 15,732
5.00%

Adjustment Increase (Decrease)

®

Direct Invoicing Expenses

oucc
Schedule 68
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b3 787

To adjust test year operating expenses to include estimated expenses related to direct bitling of residential customers.

Number of Annual bills —
Number of Residential Customers

Less: Current Riley Village HOA invoice

Total additional monthly invoiees
Times: Number of Months
Additional Annual Invoices

Estimated Cost Per Invoice Mailed —
Postage Per Customer
Envelopes ($15 for 500)
Invoice Printed In-House
Estimated Cost Per Invoice Mailed
Times: Number of Additional Invoices
Pro forma additional annual invoice eost
Times: Water Portion

Total estimated eosts for postage, envelopes, and invoiee

Clerical Wages —
Hourly Cost of Employee ($12 x 1.0765)

Times: Number of hours per month
Estimated Monthly Clerical Wages
Times: Number of Months
Estimated Annual Clerical Wages
Times: Water Portion

Estimated Annual Wages

76
1
75
12
3 042
0.03
0.05
3 0.50
900
$ 1292
8
103.36
12

Adjustment Increase (Decrease)

900

450

25.00%

1,240

25.00%

s 113
310
3 423
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SUGAR CREEK UTILITY COMPANY, INC,
CAUSE NUMBER 43579
Water Utility Expense Adjustments
9
IURC Fee
To adjust operating expenses to reflect the IURC fee on present rate water revenues
Pro forma Present Rate Revenues 3 30,120
Times: 2008-2009 IURC Fee 0.1203993%
Pro forma TURC Fee b 36
Less: Test Year IURC Fee 21
Adjustment Increase (Decrease) $ 15
(10)
Depreciation Expense
To adjust operating expenses to reflect current depreciation expense
Water Utility Plant In Service (Per Sch, 7TW) § 33,889
Less: Land -
Sewer Adjusted Depreciable Utility Plant 3 33,889
Times: Composite Depreciation Rate 2.00%
Pro forma Depreciation Expense 3 678
Less: Test Year (1,477)
Adjustment Increase {Decrease) b 799

an
Rate Case Amortization

To adjust operating expenses to reflect an increase due to the amortization of rate case expenses for Cause No. 43579,

Aceounting Consultant § 12,500
Legal Fees 40,000
Pro forma rate case expense 52,500
Divide: Amortization Period 5
Pro forma rate case expense 10,500
Times: Water portion 25.00%
Pro forma Sewer rate case expense 2,625
Less: Test Year Amortization (686)

Adjustment Increase (Decrease)

7,756
$ 7,756

$ 1,939
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SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Water Utility Expense Adjustments
(12)
Sales Tax
To adjust operating expenses to reflect the elimination of sales tax expenses during the test year in error.
Test Year Sales Tax b 59

Adjustment Increase (Decrease) $ (59)

a3

Utdility Receipts Tax
To adjust operating expenses to reflect Utility Receipts Tax on Present Rate Water Revenues.

Pro forma present rate water revenues 3 30,120

Times: Utility Receipts Tax Rate 1.40%

Pro forma Utility Receipts Tax $ 422
Less: Test Year Utility Receipts Tax (283)

Adjustment Increase (Decrease) 3 139



QUCC

Utility Plant in Service at 12/31/2008 $

Add: 2008 Capitalized Expenditures
Proposed Water Main Project

Less: 2001 Water Line Additions
2002 Water Line Additions (Sec. 700)

Gross Utility Plant in Service

Less: Accumulated Depreciation
Plus: Accumulated Depreciation on
disallowed Improvements

Net Utility Plant in Service

Add: Materials & Supplies
Unamortized Acquisition Adjustment
Working Capital (see below)

Total Original Cost Rate Base 3

Operation & Maintenance Expense b
Less: Purchased Water
Purchased Power

Adjusted Operation & Maintenance Expense
Times: 45 Day Factor

Schedule TW
Page 1 of 1
SUGAR CREEK UTILITY COMPANY, INC.
CAUSE NUMBER 43579
Calculation of Water Utility Rate Base
Per Petitioner (0) ©)-B)
(A) (B) Per oucc
w/Project w/o Project QuUCC More (Less)

96,299 § 96,299 % 96,299 % -
16,199 16,199 3,107 {13,092)

272,500 - - -
- - (31,672) (31,672)
- - (33,845) (33,845)
384,998 112,498 33,889 (78,609)

17,850 17,850 17,850 -
- - (6,322) (6,322)
367,148 94,648 22,361 (72,287)
16,804 16,804 - (16,804)
3,824 3,824 1,934 (1,890)
387,776 § 115276  § 24,295 $ (90,981)

Working Capital Calculation

35,395 $ 35395 % 20,268 $§  (15,127)

4,800 4,800 4,800 -
30,595 30,595 15,468 (15,127)

0.125 0.125 0.1250

3,824 3,824 § 1934  § (1,890)

Working Capital Requirement b




MAS ATTACHMENT 1
CAUSE NO. 43579

PAGE 1 OF 158
STATE OF INDIANA
INDIANA UTILITY REGULATORY COMMISSION
IN THE MATTER OF THE PETITIONOF )
SUGAR CREEK UTILITY COMPANY,INC. }  CAUSE NO. 43579
FOR AFPROVAL OF A CHANGE IN )
RATES AND CHARGES. ) Served: 2720109
SUG C ING,
RESPONSES TO UCC’S FIRST, SECOND. AND THIRD SETS OF D
UESTS

- Sugar Creek Utility Company, Inc. (“Sugar Creek”) submits its Responses to the
Indiana Office of Utility Consumer Counselor’s ("OUCC™) First, Second, and Third Sets

of Dats Requests as follows:

GENERAL OBJECTIONS:

L Sugar Creek objects to the OUCC's Data Requests insofar as the OUCC
atternpts to impose upon Sugar Creek obligations ditferent from, or in excess of, those
imposed by the Indiana Rules of Trial Procedure, the Indiana Administrative Code or by
the administrative law judge.

2. Sugar Creek objects to the Requests to the extent they seek disclosure of
private and confidential business plans, analysis, stategies, data, customer records and
other sensitive information protected from unwarranted disclosure or discovery by
applicable law. Sugar Creek will not disclose such information until such time as an

appropriate confidentiality order has been entered by the Commission and exected by

the perties.
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3 Sugar Creek objects to the Requests to the extent they seek information
protected by the attorney-client privilege, the work-product doctrine, or other applicable
privileges and protections. Sugar Creek hereby claims all applicable privileges and
protections to the fullest extent implicated by the Requests and excludes privileged
information and materials from its responses. Any disclosure of such information or
materials a3 a result of Sugar Creek’s responses or otherwise is inadvertent and is not
intended to waive any applicable privileges or protections.

4, Sugar Creek reserves all objections as to relevance end materiality. Sugar
Creek submits these responses and is producing materials in response to the Requests
without conceding the relevancy or materiality of the information or materials sought or
produced, or their subject matter, and without prejudice to Sugar Creck's right to object
to firther discovery, or 1o object to the admissibility of proof on the subject matter of any
response, or to the admissibility of any document or category of documents, at a future
time. Any disclosure of information not responsive to the Requests is inadvettent and is
not intended to waive Sugar Creek’s right not to produce similar or related information or
documents,

5. Sugar Creek objecis to the Requests to the extent they call for
identificailon of, or information contained in or derived from: (a) news articles, trade
press reports, published industry services or reference materials, or similar publicly-
available sources that are available for purchase or otherwise to the OUCC; (b) materials
that are part of the public record in any legislative, judicial or administrative proceeding
and rcasonably available 1o the OUCC; (¢) materials generated by the QUCC and thus

presumably in the OUCC’s own possession, custody or control; (d) materials otherwise



available to the OUCC where response to the Request would impose unnecessary or

MAS ATTACHMENT 1
CAUSE NO. 43579
PAGE 3 OF 155

unjust burdens or expense on Sugar Creek under the circumstances; and/or (€) previousty

submitted or available to the DUCC in prefiled testimony, pre-hearing data submissions

and other documents already filed with the Commission in the pending proceeding.

Subject to and without waiving the foregoing Generat Objections, each of which

are incorporated by reference into the responses below as if fully restated therein, Sugar

Creck provides the following responses to the OUCC’s Requests, Sugar Creek’s

responses are based on the best information presently available; Sugar Creek reserves the

right to amend, supplement, cotrect or clarify answers if other or additional information

is oblained, and fo interpose additional objections if deemed necessary.

REQUESTS

Q-1: In Cause No. 41913, ordering paragraph (2), the Commission required Sugar
Creek to file a tariff schedule reflecting the agreed rates per EDU for Riley
Village and Heartland Resort. Did Sugar Creck file this tariff schedule? If so,
please provide a copy of the tariff schedule showing the Commissions stamp. If

not, why not?

Response: Sugay Creek believes that ii dia file the tariff sehedule as directed by the
Commission’s Order dated June 29, 2001 (n Cause Nos. 41913 and 41881. Despite
efforts to locate a copy of the filing In its own files, and inquirlng of ifs counsel and
accountant, Sugar Creek has been unable to locate a copy of the filing showing the
Commission stamp. Sugar Creek first became aware that the Commission did not
have a copy of the tarifl in late January, 2009, Sugar Creck has prepared-a revised

tariff and intends to fle it with the IURC in the next few days.

3-2: Petitioner has provided cument tariff information on pages 524 and W26 of its
rate case accounting schedules. When one divides the Commercial (Heartland
Resort) rate by the EDU rate it appears that 29.73 EDU’s have been allocated to
Heartland Resort. What is the curent number of EDUs applied to the
Heartland Resort in calculating its monthly rates for sewer and water service?
Please provide the detailed calculation used to determine the current
number of EDUs ineluding any documents, analyses, or evidence to support such

number.
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Response: Sugar Creek has not changed the EDU allocation from that determined
in the last IURC rate case.

Q-3: Please provide a list of afl asset additions and retirements since 12/31/1998
incfuding & description of the asset and the value of the asset. Also, please
provide all supporting documentation for each asset addition/ retirement during

this time pericd.

1993 2008 Increase
Total Water Agsets $28,042 $ 96.299 368,257
Total Sewer Assets £87,110 $184,507 $97,397

Response: Information requested is attached.

Q-4: Sugar Creek’s IURC annual reports for the years 2005 — 2007 reference a
“possible expansion of CTA tp Mobawk.” Is Sugar Creek still anticipating an
expansion of its CTA or service territory? If yes, please provide a detailed
description of this expansion project.

Response: No.

Q-5: Please explain why the water volumes pumped and sold, as reported in Sugar
Creek’s ITURC annual reports, are exactly the same in 2006 and 2005 (7,666,000
gatlons). Are actual volumes available for 20067

Response: Actual volumes are not available, They are estimated based on
calculatioris from the sewer discharge reports.

Q-6: Please explain why the total gallons treated, as reported in Sugar Creek’s TURC
annual reports, are exactly the same in 2006 and 2005 (9,550,590 gallons). Are
actual volumes available for 20067

Response: It is possible that the 2006 annual report used estimates based on the
gallons ireated in 2005, Sugar Creek’s internal records show that the actual volume
of gallons treated in 2006 was 9,419,320

Q-7 Please state Heartland’s average flow for both water and sewer service. Please
explain how each was derived.

Response: For water service, the flow meter was not operational between 2002 and
December, 2008. Between 12/3/08 and 12/26/08, the meter showed that Heartland’s
water usage was 9,800 gallons and Riley Village’s nsage was 63,600 gallons,
Accurate daia is not available for January, 2009 due 10 2 main break. Sewage flow
is measured by Astbury Envirommental Engincering, and monitors are not
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conflgured to separately measure sewage flows of Heartland Resort and Riley
Village. Astbury’s reports show that the aggregate average flow from 12/29/08 to
1/27/09 way 1,469,700 gallons. Astbury Is eurrently investigating whether the flow
monitor is accurate because the December-Japuary flow figure is higher than
normal and there appear to be no usage changes that would otherwise explain the
increased flow.,

Q-8: Plense state which lots in Riley Village have received water service connections
since April 1996.

Objection: Sugar Creek objects to Question 8 on the grounds that it calls for a
calenlation or anelysis that Sugar Creek has not performed and that it objects to

performing,

Responsc: Subject to, and without wakver of the foregoing objection, Sugar Creek
does not possess any dacuments that readily show the lot numbers of every Riley
Village lot that recelved water service connections since April 1996, Sugar Creek is
aware that 17 homes in the new section of Riley Village were constructed and
received water service connections after 1996, and Sugar Creek believes that 3 or 4
homes in the eld section of Riley Village were constructed and received water
service connections after April 1996.

Q-9: Please state whether any campsites or other amenities have been added to
Heartland Resort since January 2001, Pleasc describe any such additions.

Response: Since Jannary 2001, a total of nineteen (19) addltional eampsltes exist in
Heartland Resort. Since January 2001, thirty (30) new campsites were added to the
700 section of Heartland Resort, and eleven (11) campsites were removed in the
lower section of Heartland Resort,

Q-10: Please state Sugar Creek Utility Company, Inc.’s legal form (i.e., C-Corp, 8-Corp,
LLC, ¢ic.).

Responsge: Sugar Creek Utility Company, Ine.'s legal form is §-Corp.
Q-11: How many campground sites in Heartland Resort include sewer connections?
Response: Approximately 200.

Q-12: How many campground sites in Heariland Resort do not include sewer
connections?

Response: Approximately 80,

Q-13: What was the number of damps in Heartland's dump station in the test year?
What does Heartland charge per dump?
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Response: 31 dumps in 2008.

Q-14: What is the total seating capacity of Heartland's picnic pavilions?
Response: Approximately 300,

Q-18: Do Heartland’s banquet halls include any kitchen facilities? Please describe.

Response: Each of the two hanquet rooms has its own kitchen facility with small,
non-commercial grade appliances including a stove, relrigerator and sink.

Q-16: Do Heartland's banquet halls include any bathroom facilities? Pleage describe,

Response: Each of the two banquet rooms has a ladies’ and men’s’ reom, which
honse tollets and sinks,

Q-17: What is the flow of water to Riley Village during the tesi year, by month if
available?

Response: Not available,

Q-18: Sugar Creek proposes 1o include a return on and of its acquisition adjustment
(both water and sewer). Please answer the following questions related to Sugar
Creek’s proposed acquisition adjustment:

a) Please provide the date and describe the transaction that generated the
acquisition adjustment.

b) Please provide a copy of any journal entries made to record the acquisition
adjustment,

<) Please cite the IURC order number (and page number) that authorizes
Sugar Creek to earn both a roturn on and of its acquisition adjustmert for

ratemaking parposes.

d) Why does Sugar Creek believe it is entitled to ean a return on its
acquisition adjustment? Please cite any orders that Sugar Creek relies on
to supporl iis opinion.

€} Why does Supar Creek believe 1t is entitled to earn a return of its
acquisition adjustment? Please cife any orders that Sugar Creek 1clies on
to support its opinion.
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f) Has Sugar creek been amortizing its recorded acquisition adjustment? If
not, why not? If yes, please state the annual amortization amount and
provide a detailed calonlation of the amount,

Response:

a) Mr. Salis purchased the utility and Heartland Resort out of bankruptcy in a
single trapnsaction In 1995.

b) The information sought is 14 years old and is not housed at Sugar Creek's
offices. Sugar Creck is attempting to oblain these documents from the acconntant
involved in the transaction and will forward the documents to the OUCC if and
when they are obtained.

¢) The XURC’s Orders ara public documents and the information sought by
Question 18(c) is equally available to the OUCC as to Sugar Creek.

d) The 350,009 acquisition adjustment is the amount reflected on Sugar Creek's
books and the amount reported in its annual reports to the IURC, 1t is the
difference between the purchase price and the book value of the acquired utility
agsets. Indiana is a fair value state. The acquisition adjustment is a8 mechanism In
which the book value Is inereased to reflect the fair value of Petitloner’s plant value;
therefore, utilities are entitled to earn a return on its fair value rate base.

¢) See answer to Q-18 {d).

) The acquisition adjustment is being amortized for the first time in this filing. No
past amortization has occurred, The annual amortization is reflected on page 8-16
and W-16 of Mr, Callahan’s pre-filed testimouy. The detail fo the caleulation is
provided on those pages as well.

Q-19: How many wells serve Heartland Resort? How many of these wells does Sugar
Creek operate?

Response: Two (2) wells serve Heartland Resort, and both ar¢ operated by Sugar
Creek

Q-20: Please provide a copy of Sugar Creek’s current rules and regulations, bylaws, and
arficles of incorporation.

Response: Because Sugar Creek only bas two customers (Heartland Resort and the
Riley Village Homeowner’s Association), no rules and regulations are presently in
effect. Attached is a copy of Sugor Creel’s bylaws and articles of incorporation.

Q-21: Under Sugar Creek’s proposal “B”, has the Utility eliminated from its rate base
the current Riley Village main and service lines which will be abandoned? If not,
please explain why not, including cites to any IURC orders that support this
treatment,
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Response: No. The value of the Riley Village main and service lines were not
included on the balance sheet and rate base. There would be no reason to deduct
thiz plant if was not recorded in the first place.

Q-22: Are any of the soft costs included in the proposed project costs also included as
taie case costs to be amortized and included in annuat operating expenses? If not,
is Sugar Creek seeking to recover over $87,500 (520,000 (rate case) + 355,000
(project legal) + $12,500 (project accting)) in total consultamt fees, either
through project finencing or rate case amortization? What is the estimated
engineering expense associated with the project? Is the engineering expense
embedded in the $205,000 estimate?

Reaponse: When a ufility is engaged in a capital improvement project, it is normal
to include the soft costs, including legal and rate consulting services, in the project
costs. The 867,500 (project Jegal and project acconnting) soft costs included in the
project will be funded through issuance of long-term debt. The $67,500 soft costs
will be capitnlized and deprecinted. Petitioner’s annusal revenue requirements
would include the depreciation expense ang retyrn on rate base on these costs. The
567,500 soft costs are not amortized and included in operation & maintenance

expenses.

The 520,000 rate case expense is for Petitioner’s next rate case and is amortized over
eight (8) years, The annual amortization is included im Petitioner’s operation and
maintenance expenses. This §2,500 annusl amortization is split evenly between the
water and sewer divisions. Pefitioner has included $1,250 expense for both the
water and sewer divizions.

In Mr. Callahan's testimony an page 13, he states that the total project is estimated
at $205,000 and that this amount includes only the constriction, engineering fees,
permits and some inspections. Subsequently, the SRF stimnlus package program
came to our attention and the estimated project cost has been restated as shown in
Response to Question 28. The difference in the original estimate in Mr. Callahan’s
testimony of $205,000 and the restated estimate can be explained by the additional
requirements of the SR¥. Sugar Creek will propose o true-up once acfual costs are

determined.

Q-23: Please provide copies of Sugar Creek Utility Company’s state and federal income
tax retums for the years 2006 and 2007,

Response: Sugar Creek believes that the QUCC’s staff reviewed and kept copies of
these docaments during its on-site audit in February, 2009. H the OUCC
determines that it requires additional information relative to Sugar Creek’s 2005-
2007 state or federal tax returns, Sugar Creek will supply any additional available
information.
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Q-24: Please provide a copy of the loan agreement and any other dooumentation for the
“loan payable — officers” ($212,785 as of 12/31/2008) shown on Sugar Creek’s
balance sheet. Please provide a drawdown schedule for this loan from its
inception. Please state the interest rate and whether the balance st 12/314)8
includes any acerued interest. ;

Response: No such loan agreement or drawdown schedule exists. The loans are .
interest free. The officer provides working capital as needed and is recorded as a E
loan payable on the balance sheet. For this reason, the loan balance has been i
recinssified for ratemaking purposes as “Additional Paid-in Capital”.

Q-25: Fleave explain why Sugar Creek is using a 3% depreciation rate for its sewer !
utility plant and cite any IURC orders giving Sugar Creek the authority to use this |
depreciation rate,

Response: The correct depreciation raie for the sewer rate should be 2.5% not
3.0% as used in Petitioner’s pre-filed testimony. Sugar Creek Intends to flle errata
to correci Mr. Callghan's testimony.

Q-26: Please explain why Sugar Creek is using a 2% depreciation rate for its water
utitity plant and cite any IURC order giving Sugar Creek the authority to use this
depreciation rate, Does Sugar Creek believe that its water system includes a
water treatment facility?

Response: According to letter sent on December 28, 1987 to Mr. Michael Gallagher,
Chief Accountant from Mr. Jerry Webb, Chief Engineer (both employees of the
Indiana Utility Regulatory Commission) the depreciation rate for water utilities is
2.0%.

Q-27: What source of financing does Sugar Creek expect to use to fund the proposed
project? Please provide the names of potential lenders, interest rates, and length
of loan.

I i mam ate e

Response: No final determination has been made regarding the source of funding
for the proposed project. Petitioner has filed an application with the State
Revolving Fund Program to fand its project. The SRF has s “Small Issue Loan
Program” with a low intertst rate and an amortization period of ten (10) years.
They also have a program with an amortization period of twenty (20) years with a
competitive interest rate. The other option would be to apply with commercial
banks; however, with the current credit crisis and also the fact that Pefitioner has
not enjoyed a profit for the past few years, this option may be challenging. The
Indiana Bond Bank and USDA Rural Development Administration do not appear to
be an optlon,
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Q-28: Please provide a detailed listing of estimated costs to complete the proposed
project.  Will this project be submitted for bid?

Response: Below is ihe project estimate submitted (o the SRF. No final
determination has been made as to whether the project will be submitted for bid,

ltem Quantity Unit Price Total
6-inch pipe 2,560 LF $35.00 $ 89,600.00
Street Repeir 2,560 LF $10.00 $ 25,600.00
6-inch tap 1 $3,500.00 $ 3,500.00
6-inch gate valves | 3 $1,200.00 $ 3,600.00
Dual meter pits w/ | 37 $1,800,00 $ 66,600.00
meters

Restoration LS $ 10,000.00
Sterilization & LS $ 2,000.00
Testing

Total - $200,900.00
Construction &

Materials )

Engineering — Plans, ( § 19,000.00
Specs, penmits

Inspection § 5,500.00
Engineeting pre $ 10,000.00
work (PER etc.

required by SRF

Qther Soft Costs $ 34,600.00
GRAND TOTAL $270,000.00

Q-29: Please explain why the proposed capital structure under Proposal “A™ (no shut-off
project) includes the debt for the shut-off project,

Response: The capital structure under Scenario A shauld not include the debt in the
capital structure, The weighted cast of capital shouid be 12.00% and not 10.06%.
Sugar Creek intends to file errata to correct this portion of Mr. Callahan’s pre-filed

testimony,

Q-30: Please explain why depreciation expense ($7,438) under Proposal “A” (no shut-
off project) is the same as depreciation expense under Proposal “B”,

Response: The depreciation expense should not be the same, Under Scenario A, the
depreciation expense should he $1,988 not 37,438,

10



Q-31: Please provide a detniled listing of the $20,000 of proposed rate case expenses.
Are any of the test year legal expenses of $22,922 ($11,461 (water) and $11,461
(sewer)) included in the proposed rate case expenses or the proposed project
costs?

Response: The $20,000 proposed rate ease expense Is the estimate for Petitioner’s
next rate case. This cost includes $15,000 for legal and $5,000 for rate consulting,

Q-32: Please provide a detailed calculation of the estimated legal costs of $55,000
included In the proposed project costs.

Response: The $55,000 in legal fees includes the cost of legal services for Cause No,
43534 (investigation) and Cause No. 43579 (rates). It is estimated that legal fees for
the investigation will be $30,000 and legal fees for the rate case will be $25,000. As
of 2/19/09, legal fees for the investlgation total approximately $26,700 and legal fees
for the rate case total approximately $10,800. Subastantial additional legal work is
still required in the rate case, and a moderate amount of legal work remains to be
performed in connection with the investigation. Examples of the legal work
performed includes, but is not llmited to, preparing motions and pleadings,
preparation and attendance at meetings with the OUCC, responding to OUCC data
requests, hearing preparation and attendance, assistance with drafting and filing
testimony.

Q-33: Please provide a detailed calculation of the estirnated accounting costs of $12,500
included in the proposed project costs.

Response: The cost includcs aitending meetings, preparing rate studies, completing
data requests and testifying at the Commission, The fee inciudes the cost to obtain
funding and preparing the necessary financial information required by funding
source. The fee is an estimate only.

Q-34: With respect to site prices in Heartland Resort (See attached), what is the
difference between “FULL UTILITIES™ and “WATER & ELECTRIC
UTILITIES ONLY.” In other words, what services are provided under “FULL
UTILITIES" that are not provided under “WATER & ELECTRIC UTILITIES
ONLY™?

Response: “Full Utilitles” inchades sewage disposai sexvice. “Water & Electric
Only” does not include sewage disposal service.

Q-35; Of the campground sites added since 2000, how many sites include sewer
connections? How many sites do not include sewer connections?

Response: All of the sites added since 200 have sewer connections.

11
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Q-36: During cross-exumination in Cause No. 43534, Mr. Frazell indicated that there are
100 residential structures (homes) in Riley Village, of which 93 appeared fo him
to be occupied.

a What does Sugar Creek consider to be the agtual number of residentini
structures (homes) in Riley Village?

b. What number of these homes does Sugar Creek consider currenily
oceupied?

Objection: Sugar Creek objects to Question 36 on the grounds that it calls for a
calenlation or analysis that Sugsr Creek has not performed and that it obfects to
performing.

Response; Pursnani to the JTURC’s last order setting Sugar Creek’s rates, Sugar
Creek bills the Riley Village Homeowner’s Association (“HOA”) for 80 residences,
and gives the HOA a eredit for 4 residences, which is to reflect the average number
of vacant homes. Absent conducting a physieal inapection of Riley Village, Sugar
Creek does not know the actual number of residential structures, Sugar Creek does
not keow the number of bomes in Riley Village that are currently occupled.

Q-37: Has Sugar Creek considered, investigated, or applied for any grant funding to help
pay for the costs of its proposed project? If so, what grant fanding has Sugar
Creek considered, investigated, or applied for? Please provide copies of any
applications completed by Sugar Creek, Please provide copies of any e-mails,
letters, or other literature received on any grant funding considered. If Sugar
Creek has not considered, investipated, or applied for any grant funding, please
explain why not.

Response; Sugar Creek is in the process of investigating available sources of
funding and financing for the proposed project including, but not limited to, a low-
interest loan from the Indiana State Revolving Fund. See also Response to Question
27. Atiached is a copy of Sugar Creek’s applicatiou to the SRF program, which was
submitted to the SRF on February 13, 2009.

Q-38: The OUCC understands that Mr. Salis purchased Heartland Resort and Sugar

Creek Utilities through a bankruptcy auction process. Is the OUCC’s
understanding correet? If no, please explain the nature of Mr, Salis” purchase of
Heartland Resort and Sugar Creek Utilities,

Response: Yes.
Q-39: Did Mr. Salis purchase Heartland Resort and Sugar Creck Utilities as part of one

aggregate transaction or were these two separately negotiated purchases? If
purchased together, please explain how the purchase price was allocated between

12
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the Resort and the Utilities. Please provide the calculation and any supporting
documentation.

Response: Heartland Resort and Sugar Creek Utility Company, Inc. were
purchased in one single transaction.

Q-40: Flease provide a copy of the purchase agreement for Sugar Creek Utilities
including any and all attachments and exhibits. If the Utilities were purchased as
pert of an aggregate purchase along with the Resort, please provide a copy of this
purchase agreement along with all attachments and exhibits.

Response; There was no purchase agreement since the sale was out of banicruptcy,

Q-41: Plesse provide any and zll economic, financizal, or other analyses, schedules, or
reports that were prepared to determine that a 50% premium was appropriate for
the purchase of Sugar Creek Utilities.

Objection: The information sought by this data request is irrefevant and is unlikely
to lead to admissible evidence. The “appropriateness” of the premium is not at issue
and hgs already heen decided by stipulation. Paragraph 1 of the Modification to
Stipulation and Settlement Agreement dated June 27, 2001 in Couse Nos. 38891 and
41913 between the QUCC and Sugar Creek Utilities states; “The parties recognize
that as of June 1§, 1995, Sugar Creek is entitled to record an accounting acquisition
adjustment of $64,752. The parties agree, however, to defer consideration of the
rate making treatment for the acguisition adjustment until Sugar Creek’s next rate
vase.” Thugs, the information sought fn Data Request 4] is irrelevant,

Response: See objection.

Q-42; Ifthis was an aggregate purchase, what premium, if any, was allocated or paid for
the Heartland Resort (We note that a premitium of $50,000 was allocated to Sugar
Creek Utilities.)? Please provide all economic, financial, or other analyses,

schedules, or reports that were prepared to determing the appropriate premiwm
allocated or paid for the Heartland Resort, If a different amount was allocated to

Heartland Resort, please explain why.

Responge: See Objection and Response to Data Request 41,

Q-43: Are Utility assets separately metered for electrical consumption? If so, please
provide copies of all test year invoices for the specific meters related to the
Utility's assets. If not, why not?

Response: No. After consnlting with the electric utility, Sugar Creek’s management
consldered it costs of separately metering the utllity assets outweighed the benefits.

13
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Q-44: If purchased power is not separately metered, please explain how purchased
power is allocated between the Utility and Heartland Resort.

Response: When the current owner purchased Sugar Creek and Heariland Resort
in 1995, Heartland Resort was not operational and consumed no electric power. At
that tioe, the bill for electric consumption reflected only the consumption of Sugar
Creek Utilities, and the amount was $16,800 per year. For every year since 1995,
Heartland Resort has pald the entire electrie bill, and has continued to charge the
1995 gunual rate of $16,800 to Supgar Creek

(-45: In the cases where shut-off valves have been installed, please answer the
following questions:
(2) Provide copies of the invoice(s) sent to the residential customer for the cost of
installing the shut-off valve.

(b) If no invoice was sent to the customer please explain why not,

{c) How many custorners paid the invoice(s) sent to them or reimbursed the utility
for the cost of installing the shut-off valves?

{d) How much is included in Sugar Creek’s rate base for the shut-off valves not
reimbursed by customers?

(2) What category of utility plant were the shut-off valves recorded ta?

Response:

(a) No invoice exists,

(b) The customer was verbally advised of the charge by Sugar Creek personnel.

(¢) Ome.

(d) Included in S8ugar Creek’s rate base is $3,108, which rcflects a portion of the
eosts to instal! shut-off valves on three properties,

(¢) Sugar Creek did not categorize the shut-off valves in its internal accounting .
system in aecordance with the uniform system of accounts. The 33,108 was
found by doing a voucher analysis,

Q-46: Currently, what does Sugar Creek consider to he the water usage in EDUPs of the :
following amenities located in Heartland?

Banquet halls
Meeting room
Club house
Primitive camping
Goalf course
Mini-golf
Swimming pool
Dump

Picnic pavilions

Em s e TR
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Response: Sugar Creek has no way of knowing the speeific, Individual water usage
of each of the above-listed areas because water usage is not separately metered for
each of these areas.

Q-47: Currently, what does Sngar Creek consider to be the sewer usage in EDU’s of the
following amenilies located in Heartlznd?

Banquet halls
Mecting room
Club house
Primitive camping
Golf course
Mini-golf
Swimming pool
Dump

Picnic pavilions

SEE M ae >R

Response: Sugar Creek has no way of knowing the specific, individual sewer wsage
of each of the above-listed areas becanse sewnge usage is not separately metercd for
each of these areas.

Q-48: Please describe the number and general location of all shower stalls, bathrooms
and toilets in the Hearlland Resort,

Type of Facility General Loeation Number
Shower Pool 6
BOD section 4
2 lower sections 8
Toilets Banquet Hall 2
Main Office 3
Picnic Pavilion 5
Clnbhouse 6
Camper's Comer 2
Lower camnpground 9

Q-49: When was the new Meeting room added to Heartiand?

Objection: Sugar Creek objects to this data request on the grounds that it is vague ]
and ambiguons In that it is unclear what is meant by “the new Meeting room.” |

Response: Subject to, snd without waiver of the foregoing objection, if Question 49

refers to the building where the QUCC staff met Mr. Salis in February, 2009, the
building was constructed in 2000,

15
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As to objections,

Nikki G.iShnullz, #16509-41 : i

Bose McKinney & Evans LLP
111 Monument Circle, Suite 2700
Indianapolis, Indiana 46204
{317 684-5000

CERTIFICATE OF SERVICE

1 certify that a copy of the foregoing was served electronicatly upon the following

this 20™ day of February, 2009:

Daniel LeVay, Esq.

Indiana Office of Utility Consumer Counselor
Nationat City Center, Svite 1500 South

115 West Washington Street

Indianapolis, IN 46204

dlevay(@ouce.in,goy

Nikki G.IShoultz, #16509-41

Bose McKinney & Evans LLP
111 Monument Circle, Suite 2700
Indianapolis, IN 46204

(317) 684-5000

1321661_}
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ARTICLES OF INCORPORATION SECRETARY OF STATE OF INDIANA
Ste Form 28333 (AS 1 B-9Y) - CORPORATIONS DIVISION
Siate Board 0 Accounis Aperovad 1586

302 W. WASHINGTOR ST Pul E018
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TELEPHONE : (317) 232-8576
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2
LED
o
iND. SECRH‘AHY OF STATE o
=
(T
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ARTICLES OF IRCORPORATION OF o
BALIS, INC,

‘Tha undarsignad sificars of
Salis; Inc.

{rerelneliar relarred 10 an the “Corpotation") existing pursuent o tha provisions of:
{Indigate approprieis sct)

D
Indians Business Corporstion Law O indisna Profeasionsl Gorporailon Act of 1983 &1}
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June 15' 1995 . . P -t ,.r_"u
{  ©TIONZThe name of the cororation tollowing this amendment io the Articies ol Incorporation is! RS
| SUGAR CREEK UTILITY COMPANY, INC, — '§
SECTIGN 3 ) ]
The exact text of Artlcle(s) 1 of the Articles of incorporalion Is
now 8 lollowas:
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The name of the Corporation is Sugar Creek Utility Company,Inc. . -
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SECTION 4 Data of gach amenoment's adoplion:

6/19/85
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§
SECTION 1 Artion by Direciors:
The Boerd of Diractors of the Corposation duly adopted & rasolution propasing to amend the lerma and provisions of

ARTICLE I' Manner of Adopilon and Yois

Article{s} L of the Anticles of Ingorporation am"l
(L‘-
direc gﬁmutﬁu of tha Shareholders, 10 be haid on Jupe 19, 1995 : , aliawing
such,] ho to vota on the propozad amendment.
% - lxlﬂ

5& Attanspnsant enscuted on June 19 a_895 g signed by all membare
ol the EB%rd af Dirssiore.

[EECTION 2 Aciion by Shareholders:

Tha Bharehoiders of tha Gorporation entitted to vols In raspect of the Artlcies of Amendment adopled the proposed emendmant.
The amsndment was adoptad by (Select gpproprisia paragraph)

(R NN B R I ) A R DE g BRGSO MO M XD K M MINOR M RN DT

(¥a) TOTAL

b XA R S XS X

= ECHERS oo s s ah sy ol

L .

o SN EHBE KRS RMNEEXXX. .
&) Wiliten congenl axecutad on June 19 ,19_485 , and slgned by all such Sharaholders.

SECTION 3 Compliance with Leapal Regulrements,

The mannet of the adoption of the Articles of Amandment and tha vote by which they ware sdopled constitute full legal comnpliance with
ihe provisions of Tha Acl, tha Articiga of Incorporation, and the By-Laws of 1he Gorporatlon.

l herepy venrf suhjacl 1o the penames of perlury that the stalaments containad are true lhllf_ﬁdny of June .19 L]
uprent llcirs [Gthcers Name Frinied

/ 62-6’7 ‘% I Jehn P. 8alie, Jr.
Qmmrlﬂ

Pres:.dant l
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T1 F INCO ON APPROVED
AND
OF FILED

(D, SECRETARY OF STATE
SALIS, INC.

The undersigned incorporator or incorporators, desiring to form a corporation
(hereinafter referred to as the "Corporation") pursuant to the provisions of the Indiana
Business Corporation Law, Ind. Code §23-1-17 et seq., (such act, as amended from time to
time, and jts successors are hereinafter referred to as the "Act”), execute the following
articles of incorporation.

ARTICLE 1
Name

4~
-
R

rn

1
LY

JdE

The name of the Corporation is Salis, Inc..
ARTICLE IT

Purposes and Powers

S NI

HUD 360V

QIAI S

Q
1 'The purpose for which the Corporation is formed is lo-iransagsnt-any and
all jawful business for which corporations may be incorporated under the Acl.

2. Subject to any limitation or restriction imposed by the Act, any other
law, or any provisions of these articles of incorporation, the Corporation shall have:

(a} the same capacity to act as possessed by natural persons and to do
everything necessary, advisable or convenient for the accomplishment
of any of the purposes hereinbefore set forth, or which shall at any

time appear conducive to or expedient for the protection or benefit of
the Corporation, and to do all other things incidental thereto or
connected therewith which are not forbidden by law;

(b) the power to carry out the purposes bereinbefore set forth in any state,
territory, district or possession of the United States, or in any foreign
country, to the extent that such purposes are not forbidden by the Jaw
of any such state, territory, district or possession of the United States
ar by any such foreign country; and

(¢)  the power to have, exercise and enjoy in furtherance of the purposes
hereinbefore set forth all the general rights, privileges and powers
granted to corporations by the Act, and by the common law.
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RTICLE 111
Registered Office and Registered Agent
Section 1. Registered Office.

The street address of the registered office of the Corporation located in
Indiana is 111 Monument Circle - Suite 4600, Indianapolis, Indiana 46204-5146.

Section 2. Registered Agent,

The name of the Registered Agent whose business office is identical with the
registered office is Jon F. Spadorcia.

ARTICLE IV
e f Sha ;

Section 1. Nuymber.

The total number of shares which the Corporation has aythority to issue is
one thousand (1,000).

Section 2. Desipnation of Classes,

All the authorized shares of the Corporation shall be of one class only and
be designated common stock. The common stock of the Corporation shall in all respects
entitle the hokler to the same rights and preferences, and subject the holder to the same
qualifications, limitations and restrictions as all other sharcholders of commeon stock.

Section 3. Issuance and Consideration.

The common stock may be issued for such an amount of consideration as may
be fivxed from time to time by the board of directors.

Section 4. ¥oting Rights.

Subject to any specific restrictions imposed by the Act, at all times each hokier
of a share of common stock shall be entitled to cast one vote for each share of such stock
standing in the shareholder’s name on the Corporation’s books on the specified record date
on each matter upon which the shareholder is entitled to vote. At any meeting of
shareholders, the holders of a majority of the shares entitled by these articles of
incorporation to be voted on the business to be transacted at such meeting, represented
thereat in person or by proxy, shall constitute 2 quorum. At any meeting of the
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shareholders at which a quorum is present, action on a matter (other than the election of
directors} is approved if the votes cast favoring the action exceed the votes cast opposing,
unless a greater affirmative vote is required by the Act or these articles of incorporation.
Notwithstanding the foregoing provisions, the following actions require the affirmative vote
of a majority of the issned and cutstanding shares entitled to vote on the proposed action:

(a)  authorization by the shareholders of indemnification and advances for
expenses (Ind. Code §23-1-37-15);

(b) amendments to the articles of incorporation which would give rise to
dissenters’ rights (Tnd. Code §23-1-38-3(e)(1)), unless the board of
directors acting pursvant to Ind. Code §23-1-38-3(c) requires a greater
vote;

(c}y  adoption of a plan of merger or share exchange (Ind. Code §23-1-40-
3(e)), unless the board of directors acting pursuant to Ind. Code §23-1-
40-3(c) requires a greater vote;

(d} sale, lease, exchange or other disposition of all or substantially all of
the corporate property other than in the usual and regular course of
business (Ind. Code §23-1-41-2(e)), unless the board of directors acting
pursuant to Ind. Code §23-1-41- 2(c) requires a greater vote; and

(e)  voluntary dissolution of the Corporation (Ind. Code §23-1-45-2(e)),
unless the board of directors acting pursuant to Ind. Code §23-1-45-
2(c) requires a greater vote.

Directors are elected by a plurality of the votes cast by the shares entitled to vote in the
election at which a quonun is present.

Section_5. Dividends.

The board of directors shall have the power to declare and pay dividends on
the ouistanding sharcs of common stock to the extent permitted by the Act.

Section 6. Dissolution.

In the event of any voluntary or involuntary liquidation, dissolution, or winding
up of the Corporation, the holders of the shares of the common stock of the Corporation
shall be entitled, after due payment or provision for payment of the debis and other
liabilities of the Corporation, to share ratably in the remaining net assety of the
Corporation.
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Section 7. No Preemptive Rights.

Shareholders shall have no preemptive rights to subscribe to or purchase any
shares of common stock or other securities of the Carporation.

ARTICLE V

tor

Section 1. Number.

The initial board of directors is compaosed of two (2) members. The number
of directors shall be specified by, or fixed in accordance with, from time to time, the bylaws
of the Corporation. In the absence of a bylaw specifying or fixing the number of directors
the number shall be the number specified herein for the jnitial board of directors. The
bylaws may provide for staggering the terms of the directors.

Section 2. Names and Post Office Addr f the Directors.

The names and post office addresses of the initia) board of directors of the
Corporation are:

Name Strest City State Zip

John P. Salis, Jr., 1613 West 300 N. Greenfield, Indiana 46140
Faith M. Salis, 1613 West 300 N. Greenfleld, Indiana 46140

Section 3. Direction of Purpose and Exercise of Powers,

The board of directors, subject to amy specific limitations or restrictions
imposed by the Act or these articles of incorporation, shall direct the carrying out of the
purpose and exercise the powers of the Corporation, without previous authorization or
subsequent approval by the shareholders of the Corporation.

ARTICLE VI
Incgrporator(s)
The names and post office addresses of the incorporators of the Corporation
are:
ame Street City State Zip

Jon F. Spadorcia, 111 Monumeat Circle-Suite 4600, Indianapolis, Indiana 46204-5146
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ARTICLE VII
Provisions for Regulation of Business
d Conduct of irs of Co tion

Section 1. Indemnuification.

(a)  Every person who is or was a director of the Corporation (as defined
in Ind. Code §23-1-37-2) shall be indemnified by the Corporation
against all liability and reasonable expenses (as such terms are defined
in Ind. Code §§23-1-37-3 and 4) incurred by such person in any
threatened, pending or completed action, suit or proceeding, whether
civil, criminal, admunistrative or investigative and whether formal or
informal, because such person is or was a director of the Corporation,
provided that such person is determined in the manner specified in
Ind. Code §23-1-37-12 to have met the standard of conduct specified
in Ind. Code §23-1-37-8. Subject to the requirements of Ind. Code
§23-1-37-10, the Corporation shall advance to such person the
reasonable expenses incurred by him or her in connection with any
such action, suit or proceeding, Upon demand for indemnification or
advancement of expenses, as the case may be, the Corporation shall
proceed as provided in Ind, Code §23-1-37-12 to determine whether
such person is entitled thereto. Every person who is or was an officer
of the Corporation shall be indemnified, and shall be entitled to an
advancement of expenses, fo the same extent as if such person were a
director.

(t)  If the Corporation indemnifies or advances expenses 1o a director in
connection with a proceeding by or in the right of the Corporation, the
Corporation shall report the indemnification or advance in writing to
the sharcholders with or before the notice of the next shareholders’
meeting as provided in Ind. Code §23-1-53-2(a).

{c)  Nothing contained in this Section 1 shall limit or preclude the exercise
of any right provided under the Act, these articles of incorporation, the
Corporation’s bylaws, any general or specific action of the board of
directors or the shareholders of the Corporation, or any contract
relating to indemnification of or the advancement of expenses to any
director, officer, employee or agent of the Corporation, or the ability
of the Corporation to otherwise indemnify or advance expenscs to any
director, officer, employee or agent.
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Section 2. Conflict of Interest Transaction.

A conflict of interest transaction, as defined in Ind. Code §23-1-35-2(a), is not
voidable by the Corporation provided the conflict of interest transaction satisfies the
provisions specified in Ind. Code §23-1-35-2.

The board of directors of the Corporation shall have the power, without the
assent or vote of the shareholders, to make, alter, amend or repeal the Code of Bylaws of
the Corporation.

Section 4. Amendments of Articles of Incorporation.

The Corporation reserves the right to amend, alter, change or repeal any
pravision contained in the articles of incorporation or in any amendment hereto, or to add
any provision to the articles of incorporation or to any amendment hereto, in any manner
now or hereafter prescribed or permitted by the provisions of the Act, or by the provisions
of any other applicable statute of the state of Indiana; and all rights conferred upon
shareholders in the articles of incorporation or any amendment hereto are granted subject
to this reservation.

IN WITNESS WHEREOF, the undersigned, being the incorporator
designated herein, executes these articles of incorporation this /S~ day of June, 1995, and
affirm under penalties of perjury that the stalements contained herein are true.

yg F. Spadoréia
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® CREEK LyTILITY (DM h Ma;/qr
ARTICLE I

Identification

Hame. The name of the Corporation is

Section 1,01.
as Minded  $ o ne Creek U.L'I:'J-q CoMfan! ine,
w2 fas , hereinaftér referred to as the "Corporation").

Section 1.02. Place of HKeepino Corporate Books _and
Records. The records and documents specified in Section 7.01 of
these bylaws shall be kept at the principal office of the
Corporation. For purposes of these bylaws, the principal office of

2700 Frs4 [nd'ane Plaza 35 Jdorth Paasshaaia Sk

the Corporation shall be »i—Menument—airelel Sutts—4600+
Indianapolis, Indiana 46204, which is the location of the
Corporation’s principal executive offices (in or out of Indiana).

Section 1.03. Fiscal Year. The fiscal year of the
Corporation shall be January 1 through December 31 of each ygar

until such time as changed by resolution of the board of directors

of the Corporation,

ARTICLF L1
Capital Stock
Sectign 2.01. Amount and €Clags of Authorized Shares. Thea

authorized shares of the Corporation shall be one thgusand {1,000)

shares and all shares shall be of one clase.

Gaction 2,02. Isguance of Shareg. The board of directeors may

authorize shares to be lesued for consideration consisting of any

{ . tangible or intangible property or benefit to the Corporationm,
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including cash, promissory notes, services performed, contract for
services to be performed, or other securities of the Corporation.
If shares are authorized to be issued for promissory notes or for
promises to render services in the future, the Corporatlon must
comply with the notice requirements of Ind. Code §23-1-53-2(b).

Section 2.03, Certificate for Shares. Certificates for
shares of the Corporation shall be issued to a subscriber by the
secretary of the Corporation when proper consideration has besn
paid therefor. Bach certificate shall be in such form as requirad
by Ind. Code §23-1-26-6, and as the board of directors may
praascribe from time to time,.

Section 2.04. Transfor of Certificates. The shares of the

Corporation shall be transferable only on the bhooks of the
Corporation upon surrender of the certificate or certificates
representing the same, propsrly endorsed by the registered holdex
or by his duly autheorized attorney or agent.

Section 2.05. Lost, Stolen or Destroyved Certificates. The
Corporation may issue a new certificate for shares of stock in the
place of any certificate theretofore issued and alleged to have
been lost, stolen or destroyed, but the board of directors may
require the registered holder of the shares represented by such
lost, stolen or destroyed certificate, or the holder’s legal
repragentative, to furnish an affidavit as to such losa, theft or
destructlion and to give a bond in such form and substance, and with
such surety or suretiss, with fixed or open penalty, as 1t may

direct to indemnify the Corporation against any claim that may be
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made on account of the alleged loss, theft oxr destruction of such
certificate. A new certificate may be issued without requiring any
bond when, in the judgment of the board of directors, it is not

imprudent to do so.

ARTICLE 17T
tin =] d
gection _3.01. Place of Meetings. All meetings of

gshareholders of the Corporation shall be held at the principal
office of the Corporation or at such other place, within or without
the state of Indiana, as may be sapecified in the respsctive notices
or waivers of notice therecof.

Section 3.02. Annual Meeting. The annual meeting of the
shareholders for the election of directors, and for the transaction
of such other business as may properly come before the meeting
shall be held on June 30 following the end of the fiscal year of
the Corporation i1f such day is not a legal holiday, and if such day
ig a legal holiday, then on the next business day that is not a
legal holiday. Failure to hold the annual meeting at the designated

time shall not affect the validity of any corporate action.

Section 3.83. Special Mestings. The Corporation must held a

special meseting of shareholders on call of its president, its board
of directore, or if the holders of at least twenty-five percent
(25%) of all votes entitled to he cast on any issue proposed to be
considered at the proposed spscial meeating sign, date and deliver
to the secretary ons or more written demands for the special
meeting describing the purpose or purposes for which it is to be

l
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held. Only business within the purpose or purposaes described in
the meeting notice shall be conducted at a special shareholders-
meating.

Bection 3.04. Recoxd Date. Unless otherwise determined by
resolution of the board of directors, the record date for purposes
of determining the identity of shareholders shall be determined as
followst

(a) for shareholders entitled to demand a special shareholder
meeting, the proviasions of Ind. Code §23-1-29-2(b) shall
apply;

({b) for shareholders entitled to take action without a
meeting, the proviaions of Ind. Code §23~1-29-4(b) shall
apply;

(c¢) for sharsholders entitled to receive notice of and vote
at sharehclder meetings, the provisions of Ind. Code §23-
1-29-5(d) shall apply; and

{(d) for shareholdesrs entitled to receive distributions from
the Corporation, the provisions of Ind. Code $23-1-28-2
shall apply.

A record date determined by resclution of the board of directors
may not be more than seaventy {70) days bafore the meeting or action
requiring a determination of shareholdera.

Section 3.05. Notice of Meeting. A written or printed
notice, stating the date, time and place of the meeting, and in the
case of a special meeting, the purpose or purposes for which the

meeting is called, shall be delivered or mailed by the Corporation
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to each "holder of the shares of the Corporation at the time
entitled to vote at the meeting, at such address as appears upon
the records of the Corporation, no fewer than ten (10) days and no
more than sixty {(60) days before the meeting date. However, notice
of a meeting at which any of the following corporate actions ia to
be considered shall be delivered or malled to all shareholders of
record, whether or not entitled to vote at the meeting, no fewer
than ten (10) days and no more than sixty (60} days before the
meet ings

(a) an amendment or amendments to the articles of
incorporation requiring shareholder approvalj}

(b} an agreement of merger or eshare exchange requiring
shareholder approval;

(c} the sale, lease, exchange, or other disposition of all,
or substantially all, of the Corporation’s property other
than in the usual and ordinary course of business; or

{d) a proposal for voluntary dissocolution reguiring
shareholder approval.

Section 3.06. Waiver gof Notice. WNotice of any meetlng of the
shareholders may be waived in writing by a shareholder, before or
after the date and time gtated in the notice, and such waiver shall
be deljivered to the Corporation for inclusion in the minutes or
filing with the corporate records. Attendance at any meeting, in
person or by proxy: {a) waives objection to lack of notice or
defective notice of the meeting unless the ghareholder at the
beginning of the meeting objects to holding the mesting or
transacting business at the meeting; and (b) waives objection to
consideration of a particular matter at the meeting that is not
within the purpose or purposes described in the meeting notice,

5
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unless the shareholder objects tc consideratiocn of the matter when
it is presented.

Communicationgd. Any or all shareholders may participate In an
annual or special meeting of the shareholders by, or through the
use of, any means of communication by which all shareholders
participating may simultaneously hear each other during the
meeting. Participation by any such shareholder by this means shall
be deemed to constitute presence in person at such meeting.

Sectijon 2.08. Yoting at Meetings.

(a) Yoting Rights. Except as may bhe otherwise provided by
law or the articles of incorporation, every shareholder shall have
the right at all meetings of the shareholders to one vote for each
share standing in the shareholder’s name on the books of the
Corporation on the record date for such meetings.

{b) Prexies. A shareholder entitled to vote at any meeting
of sharsholders may vote either in person or by proxy executed in
writing by the shareholder or a duly anthorized attorney~in-fact of
such shareholder. For purposes of this sectlon, a proxy granted by
telegram, telex, telecopy or other document transmitted

alectronically for or by a shareholder shall be deemad "exacuted in
writing by the shareholder." The general proxy of a fiduciary
shall be given the same effect as the general proxy of any other
shareholder. No proxy shall be valid eleven months after the date

of 1its execution unless a longer time is expressly provided

therein.
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{c}) ot 1] tg. Except as may otherwisa
be provided by law, at any meeting of shareholders, the gquorum as
provided in the articles of incorporation, represented thareat in
person or by proxy, shall be required before any action of the
shareholdere may be taken. At any meeting of the shareholdsrs at
which a guorum exists, the vote as provided in the artiecles of
incorporation shall be neceasary to adopt or approve any action of
the sharsholders, unlese a greater number is required by law. In
case a quorum shall not be present at any meeting, the holders of
record of a majority of such shares so present in person or by
proxy may adjourn the meeting from time to time, without notice,
other than announcement at the meeting, until a quorum sghall be
present. On¢e a share is represented for any purpose at a meeting,
it is deemed present for quorum purposes for the remainder of the
meating and for any adjournment of that meeting unlees a new record
date is or must be set for that adjourned meeting. At any such
adjourned meeting at which a quorum shall be present or
represented, any bueiness may be transacted which might have been
transacted at the meeting as originally scheduled.

(d) ¥oting Lists. For each meeting of the shareholdera, the
secretary of the Corporation shall make a complete list of the
shareholders entitled by law or by the articles of incorporation to
notice thereof, arranged in alphabetical order, with the address
and number of shares held by each such shareholder. Such list
shall be on file at the principal office of the Corporation or at

a place identified in the meeting notice in the city where the
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meeting will be held, and subject to inspection at any time during
reqular business hours for a period of five (5) business days
before the date of the meating for which the list was prepared and
continuing through the meeting. A shareholder entitled to vote at
the mesting, or the shareholder's agent or attorney authorized in
writing, is entitled on written demand to inspect and to copy the
list at the shareholder’s expense during regular business hours
during the period it 1is available for inspection only if: the
shareholder’s demand is made in good faith and for a proper
purpose; the shareholder describes with reasonable particularity
the shareholder’s purpose; and the list is directly connected with
the sharsholder’s purpose. The original stoc¢k register or transfer
book, or a duplicate thereof kept in the state of Indiana, shall be
the only evidence as to the shareholders entitled to examine such
list, stock ledger or transfer hook, or to vote at any meeting of
the shareholders.

(e) Yoting of Shares Owned by Other Corporations. Subject to
any specific restrictions imposed by law, including without
limitation, Ind. Code §23-1-30-2, shares of the Corporation
standing in the name of another corporation may be voted by such
officer, agent or proxy as the board of directors of such other
corporation may appoint, or as the bylaws of such other corporation

may prescribe,

Section 3,09. Action Without a Meeting. Any action which may

be taken at n sharaholder meeting may be taken without a meeting if

evidenced by one or more written consents describing the action
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taken, signed by all shareholders entitled to vote on the action,
and delivered to the Corporation for inclusion in the minutes or
fi1ling with the corporate records. Action taken by written consent
is effective when the last shareholder signs the consent unless the
consent apecifies a different prior or subsequent effective date,.
If notice of the proposed action must be given to the nonvotlng

shareholders by law, notlce shall be given as provided in Ind. Code

§23-1-29-4.
ARTICLF IV
The Board of Directors
Section 4.01. HNumber. The initial number of directors of the

Corporation shall be two (2). A variable range board consisting of
a minimum of one (1) director and a maximum of nine (%) directors
13 hereby established. The number of directors may be changed from
the initial number of directors to a number within the range herein
established by resolution of the board of directors. In the
absence of a resolution of the board of directors fixing the number
of directors, the number shall be the number herein specified for
the initial board of directors.

Sectjon_4.02. Management. Biacept as otherwise provided in
the articles of incorporation, the business, property and affairs
of the Corporation shall be managed by the bhoard of directors.

Section 4.03. Annual Meetlndg. Unless otherwise determined by
the president or the board of directors, the board of directors
shall meet each year immedlately after the annual meeting of the
shareholders, at the place where such meeting of the shareholders

9
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has been held, for the purpose of election of officers and
consideration of any other business that may be brought before the
meeting. No notice shall be neceesary for the holding of this
annual meeting. If such meeting is not held as above provided, the
election of officers may be held at any subsequent meeting of the
board of directors specifically called in the manner provided in
Section 4.04 of this Article.

Section 4.04. Other Meetinyg. Regular meetings of the board
of directors may ke held, without notice, at such time as may from
time to time be fixed by resolution of the board of directors.
Special meetings of the board of directors may be called at any
time by the preeident, and shall be called on the written reguest
of any member of the board of directors. MNotice of the date, time
and place of such special meeting shall be sent by the secretary to
each director at hls or her residence or usual place of business by
letter, telegram, telex, telecopy or other document transmitted
electronically at such time that, in regular course, such notice
would reach such place not later than during the second day
immediately preceding the day for such meeting; or may be delivered
to a director personally at any time during such second preceding
day. Such meetings may be held at any place withln or without the
state of Indiana, as may be speclfied in the respective notices, or
waivers of notice, thereof.

Sectjion 4,05, HWalver of Notice, A director may walve notice
reguired hereunder or under law either before or after the date and

time stated in the notice. Except as hereinafter provided, the

10
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waiver must be in writing, signed by the director and filed with
the minutes or corporate records. For purposes of this section, a
waiver granted by telegram, telex, telecopy or other document
tranamitted electronically by a director shall be deemed "signed by
the director.” A director’s attendance at or participation in a
meeting waives any required notice unless the director at the
beginning of the meeting (or promptly upon the director’s arrival)
objects to holding the meeting or transacting business at the
meeting and does not thereafter vote for or assent to the action
taken at the meeting.
Jecti 1.06. Participati . N . ] El .

{o} tions. Any or all directors may participate in 2 meeting
of the board or a committee of the board by any means of
communication by which all directora participating may
gimultaneously hear each other during the meeting. A director
participating in a meeting by this means is deemed to be present in

person at the meeting.

Bection 4.07. Action Without a Meeting. Any action which may

be taken at a board of directors’ meeting may be taken without a
meeting if evidenced by one or more written consents describing the
action taken, signed by each director and included in the minutes
or filed with the corporate records reflecting the action taken.
For purposes of this section, a waiver granted by telegram, telex,
telecopy or other document transmitted electronically by a director
shall be deemed "signad by a director." Action taken by written

consent is effective when the last director signa the consent

11
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unless the consent specifies a different prior or subsegquent
effective date.

Section 4.08. QOuorum and Voting Reguirements. A guorum of
the board of directors for the transaction of all business, except
filling vactancies on the board of directors, shall consist of a
majority of the fixed number of directors if the Corporation has a
fixed board size, or a majority of the number of directors
prescribsd, or if no number is prescribed, the number in office
immediately before the meeting begins if the Corporation has a
variable-range size board. A vacancy on the board of directors may
be filled by the affirmativa vote of a majority of all the
directors remaining in office if the remaining directors constitute
fewer than a quorum of the board. If a quorum is praesent when a
vote is taken, the affirmative vote of a majority of directors
presant i the act of the board of directors. A director who is
present at a meeting when corporate action is taken is deemed to
have assented to the action taken unless (i) the director objects
at the beginning of the meeting {or promptly upon the director's
arrival) to holding it or transacting business at the meeting; (ii)
the director’s dissent or abstention from the action taksn is
entered in the mimites of the meeting, or; (iii) the director
delivers written notice of the director's dissent or abstention to
the presiding officer of the meeting before its adjonrnment or to
the secretary of the Corporation immediately after adjournment of

the meeting. The right of dissent or abstention is not available

to a director who votes in favor of the actlon taken.

12
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Section 4.09. Election, Texm of Qffice and Oualification.

Directors shall be elected at weach annpual meeting of the
shareholders by the shareholders entitled by the articles of
incoxporation to vote. Directors shall be elected for a term of
one year and shall hold office until thelr respective successors
are elected and qualified., Directors need not be shareholders of
the Corporation. No decrease in the number of directors provided
for by the bylaws at any time shall have the effect of shortening
the term of any incumbent director.

5 n 0. BRemoval. Any director may be removed, aither
with or without cause, as provided by law, at the annual meeting of
the shareholdera, if the annual meeting notice states that one of
the purposes of the meeting is removal of the director, or at any
special meating of the shareholders, or at any meeting of the board
of directors.

Section _4,11. Resignation. A directoxr may resign by

delivering written notice to the board of directors, its chairman,
the president or secretary of the corporation. A resignation is
effective when delivered unless the notice specifies a later

effective date.

Section 4.12. Vacapnclieg. Any vacancy occurring on the board

of directors caused by removal, resignation, death or other
incapacity, or increase in the number of directors, may be filled
by the board of directors, or if the directors remaining in office
constitute fewer than a quorum of the bgard, they may fi11 the

vacancy by the affirmative vote of a majority of all the directors
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remaining in office. The new director shall sgerve until the
expiration of the term for which the director’'s predecessor was
elected. Shareholders shall be notified of any increase in the
number of directors and of the name, address, and principal
occupation of any director elected by the board of directors to
fill any vacancy, whether caused by an increase or otherwise, in
tha next mailing sent to the shareholders following any sguch
increase or election., If the vote of the remaining members of the
board of directors sghall result in a tie, such vacancy shall be
filled by vote of the ghareholders at a special meeting called for

such purpose.

Segtion 4.13. Compensation of Dirxectors. The board of

directors is empowared and anthorized to fix and determine the
compansation of the directors. Until such time as the board of
directora shall choose to act in this matter, members of the board

of directors shall receive no compensation for acting in such

capacity.
ARTICLE V¥
Executive Committee

Bection 5.01. Pasignation of Executive Compittese. The board

of directors may, by resclution adopted by a majority of all the
directors in office at the time, from time to time, designate one
or more of its members to constitute an executive committee. The
board of directors shall have the power at any time to increase or

decrease the number of members of the executive committee, to fill

14
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vacancies thereon, to change any member thereof, and to change the
functions or terminate the existence theraof.

Section $,02. Powers of the Executivg Committee. During the
intervals between meetings of the board of directors, and subject
to such limitations as may be required by law or by rasolution of
the board of directors, an executive committee shall have and may
exercise all of the authority of the board of directors, except
that an executive committee shall not have authority to (i}
authorize distributions, except a committee (or an executive
officer of the Corporation designated by the board of directors)
may &authorize or approve reacquisition of shares or other
distribution if done according to a formula or method or within a
range, prescribed by the board of directors; (ii} approve or
propose to shareholders action that is required by law to be
approved by shareholders; (iii) fill vacancies on the board of
directors or on any of its committees; (iv) amend the articles of
incorporation; (v) adopt, amend or repeal bylaws; (vi) approve a
plan of merger not requiring shareholder approval; and (vii)
authorize or approve the issuance or sale or a contract for gale of
shares, or determine the designation and relative rights,
preferences, and limitatlons of a class or series of shares, except
the board of directors may authorize a committee {or an executive
officer of the Corporation designated by the board of directors) to

take such action within limits prescribed by the board of

directors.
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Section 5.03. Mgetings: Procediyre; Ouorum. Regular mesetings
of an executive committee may be held, without notice, at such time
and place as may from time to time, be fixed by resolution of the
executive committee. Special meetings of an executive committee
may be called at any time by any member of the executive committee.
Notice of such speclal meeting shall be sent to each member of the
executive committee at the member’s residence or usual place of
business by letter, telegram, telex, telecopy or other documsnt
tranamitted electronically at such time that, in regular course,
such notice would reach such place not later than during the day
immediately preceding the day for such meeting; or may be delivered
to a member personally at any time during such immediately
preceding day. Notice of any such meeting need not be given to a
member of an executive committes who has waived such notice, either
in writing or by telegram, telex, telecopy or other document
transmitted electronically arriving either before or after such
meeting, or who shall be present at the mesting. Any meeting of an
executive committee shall be a legal meeting, without notice
thereof having been given, if all the members of the executive
committee who have not waived notice thereof in writing or by
telegram, telex, telecopy, or other document transmitted
electronically shall be present in person. A majority of the
members of an executive committee, from time to time, shall be
necessary to constitute a guorum for the transaction of any
business, and the act of a majority of the members at a meeting at

which a gquorum is present shall be the act of the executive

16
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committae. The members of an executive committee shall act only as
a committee, and the individual members shall have no power as
such. All minutes of meetings of an executive committee shall be
submitted at the next succeeding meeting of the board of directors
for approval; but failure to submit the same or to receive the
approval thereof shall not invalidate any completed or incomplete
action taken by the Corporation upon authorization by an executive
committee prior to the time at which the same shall have been, or
were, submitted as above provided.

Section 5.04. QOther Committees., The board of directors by
resolution adopted by majority vote of all the directors may
appoint one or more other committeas from among its members as the
board of directors datermines to be necessary, which committees
shall have guch powers and duties as prescribed by the board of
directore from time th time. Sections 5.01 through 5.03 of these
bylaws governing mesetings, notice, and gquorum and voting
requirements of an executive committee, apply to any other

committees created by the hoard of directors.

ARTICLE VI
Qfficers of the Corporation
Sgetion 6.01. RElection. At its annual meeting the board of

directors shall elect a president, one or more vice-presidents (if
the board of directors deems such officers necessary), a secretary,
and a treasurer, and such assistants and other officers as it may
declde upon, for a term of cone year. Any two or more offices may be
held py the same person. If the annual meeting of the board of

17
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directors is not held at the time designated in these bylaws, such
failure shall not cause any defect in the corporate exlstence of
the Corporation, but the ocfficers for the time being shall hold
over until thelr successprs are chosen and qualified, unless sooner
removed as provided for by applicable law.

Section 6.02. Yacancies, Whenever any vacancies occur in any
office by death, resignation, increase in the number of officers of
the Corporation, or otherwise, such vacancy shall be filled by the
board of directors, or by the officer who had originally appointed
the predscessor officer, and the officer sBo elected shall hold
office until his successor is chosen and qualified, unless sconer
removed as provided for by applicable law,

Bection 6.03. Removgl. &Any officer of the Corporation may be
removed, either with or without cause, at any time by the board of
directors, or 1f the officer to be removed was appecinted by another
officer, then the appointing officer may so remove the appointed

officer.

Section 6.04. resl « The preaident shall be the

chief executive officer of the Corporation. The presidant shall
preside at all meetings of the shareholders and of the board of
directors, and, subject to the approval of the board of directors,
shall direct the policies and management of the Corporation. The
president shall discharge all the duties inherent to a presiding
officer and perform such other duties as from time to time may be

asgigned by the board of directors or as prescribed by law or these

bylaws.

18
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Sectjon 6,05. The Vice-Presjdent. The vice-president shall

perform all duties incumbent upcn the president during the absence
or disability of the president, and perform such other duties as
these bylaws may require or the board of directora may prescribe;
provided, that if the board of directors alects more than one vice=-
president, their respecti@e right to act during the absence or
disability of the president shall be in the order in which their
respective names appear in the resolution, or resolutions, electing
such vice-presidents.

Section 6.06. The Secretary. The seéretary shall attend all
meetings of the shareholders and of the board of directors, and
shall keep, or cause to be kept a true and complete racord of the
proceedings of such meetings, and shall perform a like duty for all
standing committees appointed by the board of directors, when
required. The secretary shall attend to the giving and serving of
all notices of the Corporation, shall authenticate the records of
tha Corporation, shall, wunless the board of directors provides
otherwise, malntain the records required under Section 7.01 of
these bylaws and shall perform such other duties as these bylaws
may require or the board of directors may prescribe.

Section 6,07, ghg_m;gngg;g;; The treasurer shall maintain a

correct and complete record of accounts showing accurately at all
times the financial condition of the Corporation. The treasurer
shall be the legal custodian of all monies, notes, securities and
other valuablea which may from time to time c¢ome into the

possession of the Corperation. The treasurer ahall immediately

19
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deposit all funds of the Corporation in a bank or other depository
to be designated by the board of directors and shall keep such bank
account in the name of the Corporation. 1In the event no vice-
presidents have been elected by the board of dixectors, the
treasurer shall perform all dutise incumbent upon the president
during the absence or disability of the president,

Section 6.00. Asgistant Qfficers. Assistants to any duly
elected or appointed officer of the corporation may be appointed by
the board of directora, the preaident of the Corporation or by the
officer for whom the assistant officer is appointed to serve. Such
assistant officers shall have such powers and duties as the
officers whom they are elected to assist shall spacify and delegate
to them and such other powers and duties as these bylaws or the
board of directors or the appointing officer may prescribe. An
agsistant secretary may, in the avent of the absence or disability

of the secretary, attest to the execution by the Corporation of all

documents.
Section 6.09. Delegation af Authoxity. In case of the

absence of any officer of the Corporation, or for any other reason
that the board of directors may deem sufficient, the board of
directors may delegate the powers or dutiese of such officerxr to any
other officer or to any director, for the time being, provided a

majority of the entire board of directors concurs therein,
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ARTICLE VI
d xgoutio Do ents
Section 7.01. Required Records.

{a} The Corporation shall keep as permanent records minutas
of all meetings of its shareholders and board of directors, a
record of all actions taken by the shareholders or board of
directors without a meeting, and a record of all actions taken by
a committee of the board of directors in place of the board of
directors on beshalf of the Corporation.

(b) The Corporation shall maintain appropriate accounting
records.

{¢) The Corporation or its agent shall maintain a record of
its shareholders, in a form that permits preparation of a list of
the names and addresses of all sharseholders, in alphabetical order
by class of shares showing the number and clasa of shares held by
each.

(d) The Corporatlion shall maintain its records in written
form or in another form capable of conversion into writteer form
within a reasonable time.

{e) The (orporation shall keep a copy of the following

records at its principal office:

{l) 1Ite articles or restated articles of incorporation
and all amendments to them currently in effect.

(2} Its bylaws or restated bylaws and all amendments to
them currently in effect,

(3) Resolutions adopted by its board of directors with

regpect to one (1) or more classes or series of
shares and fixing their relative rights,
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preferences, and limitations, if s&hares issued
pursuant to those resolutions are outstanding.

{(4) The minutes of all shareholders’ meetings, and
records of all action taken by sharehalders without
a meeting, for the past three (3) years.

{(5) All  writtem communications to  shareholders
generally within the past three (3) ysars,

including the financial statements furnished for
the past three (3) years under Ind. Code §23-1-53-
1.

(6) A list of the names and business addressea of its
current directors and officers.

(7) Its most recent annonal report delivered to the
sacretary of state under Ind. Code §23-1-53-3.

(£y A shareholder shall be entitled to inspect and copy any
of the records described in subsection {e) in accordance with Ind.
Code §23-1-52-2(a).

Section 7.02. Execution of Contracts and Other Documentg. All
contracts and agreements entered into by the Corporation and all
checks, drafts and bills of exchange, and orders for the payment of
money shall, unless otherwise directed by the becard of directors or

required by law, bs signed by the president.

ARTICLE VIII
Amendmpents

The power tc make, alter, amend or repeal these bylaws is

vested in the board of diractors of the Corporation.
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The foragoing Code of Bylaws of the Corporation were duly

adopted by the board of directors of the Corporaticn on the 15th

oA T\"\.MA'/

Faith M. BSalis, Becretary of
the Corporation

day of June, 1995,

¥+ {MPRIMY PORNS\BTLAUS\SALTE . BYL
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APPLICATION FORM
i /\ Drinking Water State Revolving Fund
1l /\

Loan Program (DWSRF)

Environmental Programs

] Return completed form to:
m DWSRF Adninistrator
— 100 North Senate Avenue, Rm. 1275

Indisnapolls, IN 46204

AP ANT and SYSTEM INFORMATION:

1. Applicant Name (community or water system name): Sugar Creek Utility Company
2. Public Water Supply ID #: 3230006
3.  Water Sourcc:
X  Ground Water
a  Surface Water 0 Purchased Ground Water

1 Ground Water under the influence of Surface Warer ¢ Purchased Surface Water

4, Type of Applicant (check one):

o Municipality (City, Town, County, Township} X  For-profit Uility
o Regional Water District o School
U Non-profit Water Corporation o Other

5. Location ofthe Proposed Project: USGS Quadrangle Map Name(s), Township(s), Range(s}, Section(s):
Greenfield Quad, Center Township, 23-16-6

City / Town: County(ies): Hancock  Civil Township(s): Center

6. State Representative District: 53 State Senate District: 28 Congressional District: §
7. Population Served {census dute available at kip./factfinder.census gov/); 210
8. Median Household Iocome for Service Area (census data available at fuip-ffactfinder.census. govy: $46,802,.00

9. MNumber of Connections: (current) 85 {post projecl} 85

10. Current User Rate/4,000 gal.: $17.25 (flat) Estimated Post-Project Rate/4,000 gaol.: .

11. Current User Rate/5,000 gal.: $17.25 (flat) Estimated Post-Project Rate/5,000 gal.;

I CAPACTIY DEVELOPMENT:

Pursuant 1o the Safe Drinking Waler Act, a DWSRF Loan Program Participant must certify that the Participant possesses the technical,
managerial, and financial capacity to operate the water system or that the DWSRF Loan Program assistance will ensure compliance

with the Safe Drinking Water Act (40 CFR 35.3520(d)(2)).

1. Daes your system currently possess technical, manageriai and financial capacity? Yes

2. 1Fno, will technical, managenal and financial cepacity be achieved after the
implementation of the water sysiem’s DWSRF project? {Yes/No)

To assess the technical, managerial, and financial capacity of the water syslein, the Perticipant is encouraged to complete the “Indiana
Department of the Environmentat Management {IDEM) Capaeity Developinent Self-Assessment”, avoilable at www.srilin.gov .

Page 1 of 6
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L, CONTACT INFORMATION:

Authorized Signatory (an official of the water system that is
authorized to contractually obligate the applicant with respect
1o the proposed project):

Name: John Salis Jr,

Title: Owner

Telephone # (include area code); 317-326-3181

Address; 1613 W, 300 N,

City, State, Zip Code Greenfield, IN, 46140

E-mail: )salisjr@aol.com

Applicant Staff Contact (person 10 be contscted directly for
information if different from authorized signatory):

Name:

Title:

Telephone # (include trea code):
Address:
City, State, Zip Code

E-mail:

Certiffed Operator:
MName: Johtn Sabs Jr.
Telephone # (include area code): 317.326-3181

E-rnail: jsalisjir@acl.com

Grant Administrafor (if applicable)

Contact:

Fim:
Address:
Clity, Sute, Zip Code

Telephone # (include area code):

Fax:
E-mai} Address:

Page 2 of 6
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Consulting Engincer

Contact: James W, Frazell, P.E,

Firm: Triad Associates, Inc.

Address: 5835 Lawton Loop East Drive

City, State, Zip Code Indianapolis, IN. 46216
Telephone # (inchide arca code): 317-377.5230
Fax: 317-377-5230

E-mail Address: jfmzell@inadassoe.net

Bond Counsel

Contact; _

Firm:

Address:

City, State, Zip Code

Telephene # (inchude area code):

Fax:

E-mail: »

Financial Advisor

Contact: Patrick Callahan

Fiom:

Address: 318 Park Street

City, Slate, Zip Code Westficld, Indiana 46074
Telephone # (include area code): 317-867-2943
Fax: 317-867-2950

E-mail Address: pe-cpa@@msn.com

Local Connsel

Coniact: Christopher Janak

Firm: Bose McKinney & Evans LLP

Address: 111 Momunent Circle, Suite 2700
City, State, Zip Code Indianapotis, IN. 46204
Telephone # (include area code); 317-684-5000
Fax: 317-684.5173

E-mail; cjunak@boselaw.com
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IV, PROJECT INFORMATION:

1. Project Need - Select all nceds that apply and include a brief descriplion. Describe the facility needs in terms of age, condition,
date of most recent rehabilitation / replacement.
a. Public Health / Safe Drinking Water Act Compliance / Violations:

b. Facilities Undersized:
¢. TFacilities Have Reached End of Useful Life:

d. Facilities Have Operational Probleins: Existing water main runs directly undemneath the homes through the middle of all
of the propertics. There are no eternal individual shut-off valves for cach of the homes from the water main accessible o
the wtility. Breaks and leaks have been occurring requiring boil water orders.

¢. Other:

2, Pruposed Project - Describe the scope of the proposed project and how it will address the applicant’s needs as enwncrated
above. Please provide a map showing proposed work areas, if possible. Note: Projects that are solety for fire suppression or
economic development are not eligible for funding under the Safe Dirinking Waoter Act. The owner intends to instal a new six~
inch water main in or along Fountain Lake Drive with valves and hydrants ag well a3 meter pits and shut-off valves for each
residence. Presently, the existing water main runs through the middle of the properties and underneath all of the homes.
Maintenance on the main is virteally impossible.

Will any part of the proposed project be constructed on previously undisturbed fand'? (Yew/No) NO

1f no, would it be accurate to describe the entire project as rehabilitation of existing systetn components? (Yes/No) YES
if no, why nom?

Does the utility have a back-up power source? (Yes/No) Yes

Will the proposed project incorporate Sustainable Infrastructure / Green Lnitiatives {(S1/GI)? (Yes/No) Will Advise
For miore informalion, refer to the SRF SI/GI Resource Document and Fact Sheet at www.scfin.gov,

1. Project Cost Estimaic:

Source (intake or wells) $

Treatment 3

Storage 5 e
Dismibution/Transmission § 200,000.00

Other: ) 5

TOTAL CONSTRUCTION: $ 206.000.0¢

Non-conginuction Costs $ 70,000.00

! The Diviston of Historic Preservation and Archaeofogy 's definitlon of “undiviurbed land™ Is “any land, Intluding agricultural land (row-crop
Jarmland, archants, pasture, fatlow farmiand, or land that was previously farmiand bul is now grass or other vegetation), that has ot been
substanrially disturbed by recent soil disiurbing activitfes.”

Page 3 of 6
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TOTAL ESTIMATED PROJECT COST: 5 270,000.00

4. Other Fanding Sources:
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Application Round
{datc)

Amount Requested
{dollars)

Amounnt Awarded
(if applicable)

Office of Conmunity and Rural Affairs
Community Focus Fund

U.5. Dept. of Commerce
Economic Development Administration

U.S. Dept. of Agricultnre
Rural Development

Local Funds

Other

5. ‘Wil this project proceed if other funding sources are not In place? (Yes/No) YES

6. Anticipaced SRF Loan Amount (after other funding): $270,000.00

7. Anficipated Dates:

Preliminary Engineering Report (PER) submittal; Will Advise
Contract Award, _
Construction Start:

Construction Complete:

Y. SIGNATURE:

1 certify that 1 am legally authorized by the legislative body to sign this application. To the best of my knowledge and belief,

the foregoing information Is frue and correct,

Signature of Authorized Slgnatory (Community Ol'flci—l;i)

Printed or ‘T'yped Name

Title of Authorized Signatory

Date

Page 4 of 6
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SUGAR CREEK UTILITIES INC.
Plant Additlons
1998 - 2008
UCC D est - &3
Waler Sewer

Dale Division Division Total
Plant @ 12/31/88 $ 28042 ] 87,110 § 115152
Loadcasler 5-Mar-99 746 - 746
2" meters (3) 15-0ct-99 1,994 - 1,094
Sewer plant improvements 15-Aug-99 34,126 34,126
Sewer line improvements 1-Dec-00 22,000 22,000
Water line additions 15-Jun-1 31,672 31,672
Sewer/Water line additions (700 Sectlion) 15-Jun-02 33,845 33,845 67,690
Hydragerve (pump) 25-Jul-07 3,710 3,719
Hydraserve (pump) 4-Sep-07 3,708 3.708
Plant @ 12/31/08 per books $ 96799 § 184508 § 280,807

Plant Additions xis
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PAGRAZQRIH
Danfels, Sandy
From: Levay, Danlel
Sent: Friday, February 20, 2009 4:48 PM
To: Daniels, Sandy; Stull, Margaret; Kaulman, Edward; Petlijohn, Roger; Bell, Scolt; Patrick,
Charles {Chuck)
Subject: FW: Sugar Creek Dala Responses - C/N 43579

Attachments: Articles of Incomp.PDF; Bylaws.POF; Sugar Creek SRF App.doc; Plant Additions xls; 43579
SUGAR CREEK RESPONSES QUCC SETS 1,2,3.PDF

From: Shouftz, Nikki [malito:NShoultz@boselaw.com]
Sent; Friday, February 20, 2009 4:09 PM

To: Levay, Danlel

Subject: Sugar Creek Data Responses - C/N 43579

Attached are Sugar Cresk's Data Responseas to QUCC Set # 1, 2, and 3 in Cause No, 43579, along with the
attachments referanced therein,

Nikki Gray Shouliz
Bose McKinney & Evens LLP
E-mall: NShoullz@boselaw.com
Direct phone: 317-884-5242

www.boaelaw, com

From: Sharescan

Sent: Friday, February 20, 2005 4:05 PM

Ta: Shoultz, Nikki

Subject: Scanned Document from Bose McKinney & Evans LLP

This message is from the law firm Bogse McKinney & Evans LLP. This message and any attachments may
contain legally privileged or confidential information, and are intended only for the Individual or entity identifled
abaove as the addressee.

if you are nol the addressee, or if this massage has bean addressed to you in error, you are npt authorized to
read, copy, or dislribute this message and any attachments, and we ask that you please delate this message and
attachments (including all coples) and notify the sender by return e-mail or by phone at 317-684-5000. Delivary of
this message and any attachmenis to any person other than the intended recipient{s) is not intended In any way
to waive confidentiallty or a privilege.

All personal messages express views only of the sender, which are not to be attributed to Bose M¢Kinnay &
Evans LLP, and may not be copied or distributed without this statement.

21232009



STATE OF INDIANA

INDIANA UTILITY REGULATORY COMMISSION

IN THE MATTER OF THE PETITION OF )

SUGAR CREEX UTILITY COMPANY, INC. ) CAUSE NO. 43579
FOR APPROVAL OF A CHANGE IN ]

RATES AND CHARGES. ) Served: 3/13/0Y

SUGAR CREEK UTILITY COMPANY, INC.’S
RESPONSES TO THE OUCC'S FOURTH SET OF DATA REQUESTS

Sugar Creek Utility Company, Inc, (“Sugar Creek’) submits its Responses to the
Indiana Office of Utility Consumer Counselor’s (“OUCC") Fourth Set of Data Requests

as follows:

GENERAL OBJECTIONS:

1. Sugar Creek objects to the QUCC’s Data Requests insofar as the QUCC
attempts to impose upon Sugar Creck obligations different from, or in excess of, those
imposed by the Indiana Rules of Trial Procedure, the Indiana Administrative Code or by
the administrative law judge.

2. Sugar Creek objects to the Requests to the extent they seek disclosure of
private and confidential business plans, analysis, stratcgies, data, customer records and
other sensitive information protected from unwarranted disclosure or discovery by

applicable law. Sugar Creek will not disclose such information until such time as an
appropriate confidentiality order has been entered by the Commission and executed by

the parties,

3. Sugar Creek vbjects to the Requests to the extent they seek information

protected by the attorney-client privilege, the work-product doctrine, or other applicable
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privileges and protections. Sugar Creek hereby claims al] applicable privileges and
protections to the fullest extent implicated by the Requests and excludes privileged
information and materials from its responses, Any disclosure of such information or
materials as a result c;f Sugar Creek’s responses or otherwise is inadvertent and is not
intended to waive any applicable privileges or protections.

4. Sugar Creek reserves all objcctions as to relevance and materiality. Sugar
Creek submits these responses and is producing materials in response to the Requests
without conceding the relevancy or materiality of the information or materials sought or
produced, or their subject matter, and without prejudice to Sugar Creek’s right to object
to further discovery, or to object to the admissibility of proof on the subject matter of any
response, or to the admissibility of any document or category of documents, at a future
time. Any disclosure of information not responsive to the Requests is inadvertent and is
not intended to waive Sugar Creek’s right not to produce similar or related information or
documents.

5. Sugar Creek objects to the Requests to the extent they call for
identification of, or information contained in or derived from: (&) news articles, trade
press teports, published indusiry services or reference materials, or similar publicly-
available sources that are available for purchase or otherwise Lo the OUCC; (b) materials
that are part of the public record in any legislative, judicial or administrative proceeding
and reasonably available to the QUCC, (¢) materials generated by the OUCC and thus
presumably in the OUCC’s own possession, custody or control; (d)} materials otherwise
available to the OUCC where response to the Request would impose unnecessary or

unjust burdens or expense on Sugar Creck under the circumstances; and/or (e) previously
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submijtted or available to the OUCC in prefiled testimony, pre-hearing data submissions
and other documents already filed with the Commission in the pending proceeding.

Subject to and without waiving the foregoing General QObjections, each of which
are incorporated by reference into the responses below as if fully restated therein, Sugar
Creek provides the following responses 10 the QUCC’s Requests. Sugar Creek’s
responses are based on the best information presently available; Sugar Creek reserves the
right to amend, supplement, correct or clarify answers if other or additional information
is obtained, and to interpose additional objections if deemed necessary.

REQUESTS

Q-50; In response to the OUCC's (3-22, Sugar Creek states that the value of the Riley

Village main and service lines were not ineluded on the balance sheet and rate
base. ,

a. Please state who provided the answer to Q-22, 4
b. What is the basis of the opinion that the value of the Riley Village main and

service lines were not included on the balance sheet and rate base?

C. How did the answerer delermine that the value of the Riley Village main and
service lines were not included on the balance sheet?
d. How did the answerer determine that the value of the Riley Village main and

service lines were not included in rate base?

Response: Sugar Creek’s accounting witness, Patrick Caliahan, prepared the
Rcsponse to QUCC Data Request 22. Mr. Callahan based his responses on
conversations with the acecountant who prepared Sugar Creek’s books and records
at the time the main and service lines were acquired by Sugar Creek. The statement
that the value of the main and service lines in Riley Yillage were excluded from rate
base is based on Mr, Callahan’s conversations with Sugar Creek’s previous rate
consultant, whose recollection was that those items were not included in rate base,
Although no doeuments are available at this time, the previous rate consultant's
firm is retrieving its off-site archived files and if it is focated, Mr. Callahan will
review the Sugar Creek file and attempt to delermine whether the main and service
lines for Riley Yillage were or were not included in Sugar Creek's rate base. Sugar
Creek will supplement this Data Response if pertinent additional responsive
information is discovered.
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Q-51: Please provide any documents in Sugar Creek’s possession or under ifs control
that indicate that the value of the Riley Village mains and service lines were not
included on the balance sheet.

Response: Sugar Creek does not possess or have under its control the documents
requested.

Q-52: Does Sugar Creek list the value of the Riley Village main as a contribution in aid
of construction? If so, what is the value and how is it booked?

Response: The value of the Riley Yillage main is not recorded on the books as a
contribution in aid of construction.

Q-53: Does Sugar Creck agree that Mr, Frazell was incorrect in indicating that that Riley
Village has 100 residential structures (homes)?

Response: Please see Sugar Creek’s Response to QUCC DPata Request 36,

Q-54: Please admit that no studies or analyses were prepared to determine whether a
premium was appropriate for the purchase of Sugar Creek Utility.

Objection: The information sought by this data request is irrelevant and is uniikely
to lead to admissible evidenee. The existence of any study or analysis supperting the
determination of a premium is not at issue and the amount of the premium has
already been decided by stipulation. Paragraph 1 of the Meodifieation to Stipulation
and Setilement Agrecinent dated June 27,2001 in Cause Nos, 38891 and 41913
between the OUCC and Sugar Creek Utilities states: “The parties reeognize that as
of June 15, 1995, Sugar Creck is entitled to record an aeeounting acquisition
adjustment of $64,752. The parties agree, however, to defer consideration of the
rate making treatment for the acquisition adjustinent until Sugar Creek’s next rate
ease,”” Thus, the information sought in Data Request 34 is irrelevant,

Response: Sce objeetion.

Q-55: What is Mr. Callahan’s understanding of when it is appropriate to record an
accounting acquisition adjustment?

Responsce: Mr, Callahan’s understands that it is appropriate o record an
acquisition adjustment when the purchase price exceeds the original cost.

Q-56: Docs Mr. Callahan believe that an accounting acquisition adjustment may bc
recorded without cornmission authority?

Response: Mr, Callahan believes that an accounting acquisition adjustment may be
recorded without Commission prior authortty. However, the amortizntion of the
acquisition adjustment, whether recorded “above-the-line” or “below-the-line” shall
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be approved by the Commission. In his prefiled testimony, Mr. Callahan requests
the Commission’s approval to amortize the acquisition adjustment “above-the-line,”

Q-57: Has Mr. Callahan ever recorded or approved of the recording of an accounting
acquisition adjustment without prior commission authority?

Response: Mr, Callahan does not have any recollection of recording any acquisition
adjustments, Most of the private utilities for which Mr. Callahan has provided
consulting purchase the capital stock and not the assets, Mr, Callahan typically
consults with municipally owned and not-for-profit utilities where a sale of nssets
normally doces not take place.

Q-58: Does Mr. Callahan believe that there is a difference between recording an
accounting acquisition adjustment and acquiring favorable ratemaking treatment
on an acquisition adjustment?

Response: Mr. Callahan understands the difference between recording an
accounting acquisition adjustment and acquiring favorable ratemaking treatment
on an acquisition adjustinent. The Uniform System of Accounts (1996) for water
utilities states at page 59, Paragraph A:

This account shall include the difference between (a) the cost to the
accounting utility of utility plant acquired..., and (b) the original
cost...

1t does not say that the Commission must approve the recording of this transaction,
The System of Accounts states at page 60, Paragraph C that that the aimount in this
account shall be amortized, or otherwisc disposed of, as the Commission may
approve or direct.

Again, his prefiled testimony, Mr. Callahan asks the Commissioen’s approval to
amortize the acquisition adjustment above the line. As of this date, the Utility has
not amortized the acquisition adjustment on its books. The Utility is waiting for the
Commaission’s direction before amortization eccurs.

Q-59: In its recent filing, Sugar Creek indicated it does not have sufficient operating
revenue to pay for ongoing expenses, What expenses is Sugar Creek currently not
paying for? Please provide invoices of the unpaid bills.

Response: Sugar Creek’s recent filing did net state that Sugar Creek has failed to
pay its ongoing expenses, In the many instances when Sugar Creek has insufficient
operating revenue to pay for expenses, Sugar Creel’s sole shareholder, Mr. Salis,
has paid Sugar Creek’s expenses out of his personal accounts, including his
retirement fund.

Q-60: What aspect of its operations is Sugar Creek not performing? |
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Response: Sugar Creek did not siate that it is not performing any aspect of its
operations.

(3-61: Please identify the SRF personnel with which the utility has been communicating, :

Response: On March 6, 2009, Sugar Creek representatives and the following
individuals from the Indiana SRF had a Preject Planning conference call; Sarah
Hudson, Amy Henninger, Rich Ziemba, and Emma Kottlowski.

Q-62: Please state how the utility proposes to acquire access to the property on which
the new main will be located?

Response: The project as proposed in Mr, Frazell's testimony contemplates
placement of the new main in the street, :

As to objections, LZ Ly # 25 EHFHG
By § C

Nikki G. Shoultz, #16509-41
Bose McKinney & Evans LLP
111 Monument Circle, Suite 2700
Indianapolis, Indiana 46204
(317) 684-5000

CERTIFICATE OF SERVICE

1 certify that a copy of the foregoing was served electronicatly upon the following
this 13" day of March, 2009:

Daniel LeVay, Esq.

Indiana Office of Utility Consumer Counselor
National City Center, Suite 1500 South

115 West Washington Street

Indianapolis, IN 46204

dlevay@ouce.in.gov
é 4[ % 258
5 - §

Nikki (7. Shoifftz, #16509-41

Bose McKinney & Evans LLP
111 Monument Circle, Suite 2700
Indianapolis, IN 46204

(317) 684-5000
1336254 _1



MAS ATTACHMENT 1
CAUSE NO. 4357?age Lofl
PAGE 60 OF 155

Daniels, Sandy

From: Stull, Margaret

Sent: Tuesday, March 17, 2008 2:57 PM

To: Daniels, Sandy

Subject: FW: Sugar Creek Wility Co., Cause No. 43578

Attachments: Responses to 4th DataReq.PDF

From: Levay, Danlel

Sent: Monday, March 16, 2009 11:25 AM

To: Patrick, Charles (Chuck); Bell, Scott; Stull, Margaret; Pettijohn, Roger
Subject: FW: Sugar Creek Utility Co., Cause No. 43579

From: Whitton, Kathy E. [maiito:kwhitton@boselaw,com]
Sent: Friday, March 13, 200¢ 4:24 PM

To: Levay, Daniel

Subject: Sugar Creek Utility Co., Cause No. 43579

Attached please find Sugar Creek Utility Company, Inc.'s Responses lo the CUCC's Fourth Set of Data Requesls
in the above matter.

BOSE Kathy E. Whitton
Mk INNEY Adminisiralive Assistant

E-mail: KWhilton@boselaw.com
& EVANSLLP  Direct phone; 317-684-5165
Direct fax: 317-223-0165

ATTORRMIY S AT L AW
“n LAY www hoselaw.com

111 Monument Circle | Suile 2700 | Indianapolis, Indiana 46204
Main phone: 317-684-5000 | Main fax' 317-684-517]

This message is from the law firm Bose McKinney & Evans LLP. This message and any attachments may
contain legally privileged or confidenlial information, and are intended only for the individual or entity identified
above as the addressee.

If you are not the addressee, or if this message has been addressed to you In error, you are not autharized to
read, copy, or distribute this message and any attachments, and we ask that you please delete this message and
attachments (including all copies) and notify the sender by return e-mail or by phone at 317-684-5000. Delivery of
this message and any attachments to any person other than the intended recipient(s) is nol intended in any way
to waive confidenliality or a privilege.

All personal messages express views only of the sender, which are not to be attributed to Bose McKinney &
Evans LLP, and may not be copied or distributed without this statement.

3/17/2009
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STATE OF INDIANA

INDIANA UTILITY REGULATORY COMMISSION

IN THE MATTER OF THE PETITION OF )
SUGAR CREEK UTILITY COMPANY, INC. ) CAUSE NO. 43579
FOR APPROVAL OF A CHANGE IN )

)

RATES AND CHARGES. Served: 3/17/09

SUGAR CREEK UTILITY COMPANY, INC.’S
RESPONSES TO THE OUCC’S FIFTH SET OF DATA REQUESTS

Sugar Creek Utility Company, Inc. (“Sugar Creek™) submits its Responses to the
Indiana Office of Utility Consumner Counselor’s (“OUCC”) Fifth Set of Data Requests as

follows:

GENLERAL OBJECTIONS:

1. Sugar Creek objects to the OUCC’s Data Requests insofar as the QUCC
attempts to impose upon Sugar Creek obligations different from, or in excess of, those
imposed by the Indiana Rules of Trial Procedure, the Indiana Administrative Code or by
the administrative law judge.

2, Sugar Creek objects to the Requests to the extent they seek disclosure of
private and confidential business plans, analysis, strategies, data, customer records and
other sensitive information protected from unwarranted disclosure or discovery by
applicable law, Sugar Creek will not disclose such information until such time as an
appropriate confidentiality order has been entered by the Commission and executed by
the parties.

3. Sugar Creek objects to the Requests to the extent they seek information

protected by the attorney-client privilege, the work-product doctrine, or other applicable
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privileges and protections. Sugar Creek hereby claims all applicable privileges and
protections to the fullest extent implicated by the Requests and excludes privileged
information and materials from its responses, Any disclosure of such information or
materials as a result of Sugar Creek’s responses or otherwise is inadvertent and is not
intended to waive any applicable privileges or protections.

4. Supar Creek reserves all objections as to relevance and materiality. Sugar
Creek submits these responses and is producing materials in response to the Requests
without conceding the relevancy or materiality of the information or materials sought or
produced, or their subject matter, and without prejudice to Sugar Creek’s right to object
to further discovery, or to object to the admissibility of proof on the subject matter of any
response, or to the admissibility of allly document or category of documents, at a future
time. Any disclosure of information not responsive to the Requests is inadvertent and is
not intended to waive Sugar Creek’s right not to produce similar or related information or
documents.

5. Sugar Creek objects to the Requests to the extent they call for
identification of, or information contained in or derived from: (a) news articles, trade
press reports, published induslry services or reference materials, or similar publicly-
available sources that are available for purchase or otherwise to the QUCC; {b) materials
that are part of the public reeord in any legislative, judicial or administrative proceeding
and reasonably available to the OUCC; (c) materials generated by the OUCC and thus
presumably in the QUCC’s own possession, custody or control; (d) materials otherwise
available to the OUCC where response to the Request would impose unnecessary or

unjust burdens or expense on Sugar Creek under the circumstanees; and/or (e) previously
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submitted or available to the QUCC in prefiled testimony, pre-hearing data submissions
and other documents alteady filed with the Commission in the pending proceeding.

Subject to and without waiving the foregoing General Objections, each of which
are incorporated by reference into the responses below as if fully restated therein, Sugar
Creek provides the following responses to the OUCC’s Requests. Sugar Creek’s
responses are based on the best information presently available; Sugar Creek reserves the
right to amend, supplement, correct or clarify answers if other or additional information
is obtained, and to interpose additional objections if deemed necessary.

REQUESTS

Q-63: Please provide copies of any and all invoices to support the asset additions per the
schedule provided in response to data request Q-3.

Response: Copies of the invoices for plant additions in 2008 were included in
workpapers filed on January 30, 2009. The copies of 2007 invoices (Wastewater)
are attached. All other additions were prior to June 30, 2002 and copics of these
invoices (additions} could not be located.

Q-64: Please confirm that the cost of meters has not been included in the cost of the
proposed water project. Please explain why meters were not included in the cost.

Response: The cost of meters was not included in the cost of the proposed water
project because it is customary for customers, rather than the public utility, to pay
for the cost of meters.

Q-65: Please answer the following questions regarding the assel additions in the
schedule provided in response to OUCC DR Q-3:

a, What is a “loadcaster” ($746, 3/5/99) and what is it used for?

b. Where on Sugar Creek’s water system are each of the three 2” meters
piaced that were installed in 1999 ($1,994)? Are the three 2” meters in
use? Please provide all meter readings from the three (3) 2” meters
since their installation.

c. Regarding the $34,126 of ‘“sewer plant improvemenis” made on
8/15/1999, state the exact improvement and the cost for each.
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d. Regarding the $22,000 of “sewer line improvements” made in December
2000, state the location of the improvements on Sugar Creek’s sewer
system, the nature of the improvements, the size of the lines installed, and
the cost of each component of the improvements installed.

€. Do the “sewer line improvements™ of December 2000 represent new sewer
line installations or replacement sewer lines?

f. If the December 2000 “sewer line improvements” are replacement lines,
please provide the amount, if any, of the sewer lines retired. If no plant
retirements were recorded, please explain why not.

Objection:  The information requested in Question 65 is irrelevant, as it relates to
expenses and projects undertaken by the utility between nine (9) and {10) years ago,
and as such, is beyond the scope of this proceeding.

Response: Subject to and without waiver of the foregoing objection, Sugar Creek
states:

a A loadcaster is a device that can be used to help soften the spike in
power when well pumps come on.
b. The tax return suggests there are 3 meters. The owner says there are

only 2 meters.

c Ag stated in Q-63, it is difficult to state the exact cost for the
improvement without the actual invoice.

. The location is in Section 800. Tle size of the lines is 6”. The exact
cost of each component is difficult without the invoice.

e. New.
f. Not Applicable.

Q-66: For each of the following additions, state the location, the size of the line, and the
cost of each component of the addition;
a, the $31,672 of “water line additions” made in June 2001
b. the $33,845 of “water line additions” made in June 2002
C. the $33,845 of “sewer line additions” made in June 2002
Objection:  The information requested in Question 66 is irrelevant, as it relates to
expenses and projects undertaken by the utility between seven (7) and (8) years ago,

and as such, is beyond the scope of this proceeding.

Response: Subject to and without waiver of the foregoing objection, Sugar Creck
states:
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a. Section 800. New 2” lines. The cost of each component could not be
determined without the invoice. Information for total cost is included
on tax return.

b. Section 700, New 27 lines. The cost of each componcnt could not be
determined without the invoice. Information for the total cost is
included on tax return.

c Section 700. New 6” lines. The cost of each component could not be
determined without the invoice. Information for the total cost is
included on tax return.

Q-67: Regarding the “Hydraserve” sewer pumps installed in July and September of
2007 ($3,719 and $3,708), state the size of each pump, the location of each pump
in Sugar Creek’s sewer system, and whether the pumps were replacements of
existing pumps or additional, new pumps.

Response: The size of each pump is 3 inch, 3 horsepower. The punips are located at
the lift station; and they were replacements of existing pumps.

Q-68: If the pumps installed in June and September of 2007 were replacements, please
provide the amount of utility plant that was replaced/retired. If no retirements

were recorded, please explain why nol.
Response; It does not appear that the old costs for the pumps were retired.
However, if the old pumps were retired, the associated “accumulated provision for
depreciation” would also be removed. It was not retired because that specific pump
could not be identified in the purchased price of the utility.

Q-69: If the pumps installed in June and September of 2007 were new pumps, please
explain why it was necessary to add pumps (o the existing system and what
purpose they serve,

Response: Not applicable; see response to Question 68.

Q-10: Please provide the original well logs for each well owned and operated by Sugar
Creek.

Response: No such information exists, as Sugar Creek does not keep well logs.
Q-71: What are the capaeities for each well owned and operated by Sugar Creek?
Response: The capacity for each well is 83 gallons per minute.

Q-72: Please provide all well maintenance records for the period January 2003 through
December 2008 including, but not limited to, well cleaning and pump
maintenance.



Response: There is no well cleaning and no pymp maintenance. Thus, no records
exist.

Q-73: Per the Commission’s order in Cause No. 41881 approving the settlement
agreement, 31.5 edus were attributed to the Heartland Resort {(see Exhibits A & B
incorporated into the settlement agreement). Why has Petitioner only allocated
29.7 edus to the Heartland Resort (see tariff filed per response to data request

Q-1).

Response: The calculation used to arrive at 29.7 EDUs as reflected in Sugar Creek’s
tariff was as follows: Heartland monthly bill: $2,051.42 + 369 per EDU = 29.7
EDUs. On review of Sugar Creek’s records to respond to Question 73, Sugar Creek
discovered that it did not increase the monthly per EDU rate it charged Heartland
Resort to $69 starting on July 1, 2003 as reflected in the settlement agreement,
When the prior monthly rate of $65 per EDU is used in the calculation, the result
shows that Sugar Creek billed for 31.5 EDU ss required by the Commission’s
Order: Heartland’s monthly hill: $2,051.42 + $65 per EDU (the monthly per EDU
rate approved by the Commission in the 2001 settlement for the period July I, 2001
through June 30, 2003) = 31.5 EDUs. As a result of this clerical error, as of Mareh
1, 2009, Sugar Creek has undercharged Heartland at a rate of $4/month per EDU
for approximately 68 months, totaling $8,568. ($4 x 31.5 EDUs =35126 x 68 months
= $8,568). Heartland Resort will reimburse Sugar Creek for the $8,528 billing error
and Sugar Creek will revise its tariff to reflect that the correct EDU allocation for
Heartland Resort is 31.5.

()-74: Please provide the monthly DMR (discharge monitoring report) as provided to
IDEM for the years 2007 and 2008.

Response: Sugar Creek believes that the QUCC’s staff reviewed and kept copies of
these documents during its on-site audit in February, 2009, 1f the OUCC
determines that it requires additlonal Information relative to Sugar Creek’s 2007-
2008 monthly DMRs, Sugar Creek will supply any additional available information.

Q-75: Please provide the monthly MRO (monthly report of operations) as provided to
IDEM for the years 2007 and 2008.

Response: Sugar Creek believes that the OUCC’s staff reviewed and kepi copies of
these documents during its on-site audit in February, 2009, If the OUCC
determines that it requires additional information relative to Sugar Creck’s 2007-
2008 monthly MROs, Sugar Creek will supply any additional available information.

Q-76: Please provide a copy of the agreement between Sugar Creek and Astbury
Environmental Engineering.

Response: See attached.
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Q-77: How many dumps were made to Heartland Resort’s dump station during calendar
year 20077

Response: Approximately 44.

Q-78: Please provide Sugar Creek Utility Company financial statements for each month
of the year 2007. If monthly financial statements are not available, please provide
a copy of the calendar year 2007 detailed general ledger.

Response: See attached.

Q-79: Will Petitioner be able to obtain the documentation requested in data request
Q-18(b)? If yes, please state when this data will be made available to the QUCC,

Response: Documents responsive to Data Request 18(b} are not available at this
time. However, Sugar Creek’s previous rate consultant's firm is retrieving its off-
site archived files for Sugar Creek and if the file and information requested in Data
Request 18(b) are found, Sugar Creek will forward the information to the QUCC as
soon as it is located.

(3-80: Has Petitioner made any calculation of the fair value of Sugar Creek’s utility plant
at the end of its test year or any other period since the 1995 purchase by Mr,
Salis? If yes, please provide the detailed calculation(s) and any documentation
relied upon,

Response: No.

Q-81: Since the 1995 purchase of Sugar Creek, additional homes have been added to
Riley Village and connected to Sugar Creek's water and sewer lines.

a. Did each new customer bear 100% of the cost of connecting to Sugar
Creek’s water and sewer system?

b. If not, how were Sugar Creek’s costs to connect thesc new customers
recorded on Sugar Creek’s books and records?

c. Please provide the amount, if any, that Sugar Creek has included in rate
base related to the cost of connecting these new customers and which line
of pages W-3 and S-3of the [URC annual report they have been included
in.

d. Did these new customers connect to the existing Sugar Creek water and

sewer system or was it necessary for Sugar Creek to extend its water
and/or sewer system to serve these new customers?

Response:



a, Generally speaking, the builder performed the work, so there was no
cost to Sugar Creek. On cne or two occasions, Sugar Creek performed the work
and the customer was not charged for the work.

b. In instances where Sugar Creek performed the work, Sugar Creek’s
costs for parts and labor were recorded on Sugar Creek’s books and records.
e None.

d, Any new connections sinee 1995 have been to existing Sugar Creek
facilities.

Q-82: Are the values of any of the mains and laterals servicing Heartland Resort
reflected on the books of Sugar Creek?

Response: Yes.

Q-83: What is the value reflected on Sugar Creek’s balance sheet at 12/31/08 of any
water mains and services serving Heartland Resort?

Response: Per the IURC annual report, the total water wain costs are $31,672 and
$33,845 for services. It appears these costs were for Heartland Resort.

Q-84: What is the value reflected on Sugar Creek’s balance sheet at 12/31/08 of any
sewer mains and services serving Heartland Resort?

Response: It could not be determined what portion of the $75,000 collection system
is allocated to Heartland Resort, Ilowever, after 1999, $22,000 was spent for new
sewer lines in Heartland and services to customers of $33,845.

Q-85: Please provide the analysis given to the SRF demonstrating that Sugar Creek
could meet SRF’s required debt coverage ratios?

Response: No analysis has been given to SRF at this time. Sugar Creek’s
representatives have supplied the user rate per Ms. Kottlowski’s request via an
email. Sugar Creek’s representatives also informed SRF representatives during a
telephone conference that the customers in Riley Village are charged a flat rate.

Q-86: Docs the analysis provided in response to Q-84 assume that Petitioner will be
entitled to earn a return on its proposed water project prior to placing the project
in-service?

Response: When the analysis is prepared, the coverage culculation would incinde
the return on new plant provided by the proposed SRF funding. Sugar Creek
anticipates asking the Commission for a true-up procedure and requesting that the
rates be increased once the engineers certify the new plant is substantially complcte
and providing services to the customers.
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Q-87: Per Petitioner’s response to data request Q-39, Mr. Salis purchased Heartland
Resort and Sugar Creek Utilities in one single transaction -

a. What was the total purchase price paid for both Heartland Resort and
Sugar Creek Utilities?

b. Please explain how the total purchase price was allocated between
Heartland Resort and Sugar Creek.

c. Please provide the detailed calculation of the allocation of the purchase
price, including all supporting documentation.

Objection: The information sought by this data request is irrelevant and is unlikely
to lead to admissible evidence. To the exient that the information songht in Data
Request 87 is sought in connectlon with the OUCC’s apparent position that the
amount of the acquisition adjustment should be re-examined in this proceeding,
Sugar Creek maintains its ongoing objection that the premium is not at issue and
has already been decided by stipulation. Paragraph 1 of the Modification to
Stipulation and Settlement Agreement dated June 27, 2001 in Cause Nos. 38891 and
41913 between the OUCC and Sagar Creek Utilities states: “The parties recognize
that as of June 15, 1995, Sugar Creek is entitled to record an accounting acquisition
adjustment of $64,752. The parties agree, however, to defer consideration of the
rate making treatment for the acquisition adjustment until Sugar Creek’s nexf rate
case,” Thus, the information sought in Data Request 87 is irrelevant.

Response: Without waiver of and subjcet to the forcgoing objection, Sugar Creek
states:
a The base price was $455,000.
b. $150,000 was allocated to Sugar Creek, and the rcmainder to
Heartland Resoxt.
c. The information sought is nof available,

Q-88: Per Petitioner's response lo dala request Q-45, $3,108 for shut-off valves is
included in Petitioner’s rate base. On which line of page W-3 of Petitioner’s 2007
TURC annual report is this amount reflected and/or included?

Response: It does not or will not appear in the 2007 IURC annual report since the
work was performed in 2008.
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As to objections,

Nikki g Shoultz, él6509-4§ }

Bose McKinney & Evans LLP
111 Monument Circle, Suite 2700
Indianapolis, Indiana 46204
(317) 684-5000

CERTIFICATE OF SERVICE

1 certify that a copy of the foregoing was served electronically upon the following

this 17" day of March, 2009:

Danjel LeVay, Esq.

Indiana Office of Utility Consurner Counselor
National City Center, Suite 1500 South

Nikki Gl Shoultz, 7 1§509-41 5

115 West Washington Street
Indianapolis, IN 46204
dlevay@oucc.in.gov

Bose McKimney & Evans LLP
111 Monument Circle, Suite 2700
Indianapolis, I[N 46204

(317) 684-5000

1339529_1
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Documents Responsive to Question 63
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SHIP ViA JQB NO. __CUSY ORDER NO. SALEBPERSON CLK TERMS Com]_PA
I AGEZE 10 PAY ABIVE TOTAL MR
ALCORBING 3 C4AD TS5W0R AGREDEHT P
CPERCHASD WGREERENT JF COEDTT WRRCHER S - : ‘ ;
CISTOHER COPY
]
)
SALES AMOUNT SALES TAX_ | SHIPPING GHG. CODE DEPOSIT CASH cooe

A FINANCE CRARGE gomptted el a parikde rade of 1% par monih [15% ANNUAL
PERCENTAGE RATE) I3 appled 10 PAST DUE ACCOUNTS OVER 3t DAYS,

RECEIVED BY
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Bruning Enterprises, Inc. o Coe )
7716 N. Stale Road 9 b el e Lo e i
Shelbyville, IN 46178 Ihvoice Number; 34119
Invoice Date; Jul 23, 2007
Page: 1
Voice:  {(317) 835-7591
Fax:  (317) 835-2814
Bill To- i T [‘Bhipte: )
Hearitand Resort LLC
1613 W. 300 N.
Qreenfield, IN 48140
—1
i - cmtamerlﬂ Customer PO :'Paymenm tTerms |
- HearRe | _ I L E s
Sales Rep 1D Shipping Method Ship Date . Dua Dafe
ATms, | | 22007
[ Quantity lerm B "Description T vnitprice | Amotat |
! 1.00 100 Amp 3PH Breaker 62.90 92,90
1.00 Set-0300 Lugs 10.00 10.00
|
i
|
) - Sublotnl o 102.90]
Sales Tax
Total Inveica Amoum 102.56— '
1, '3 - '_"i
Check/C redit Memo No:  Payment/Credit Applied _ . _ o )
TOTAL 192,90 ;

Overdue invaicas ere subjed to late charges.
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[

K2 1 UL SIS NI TET I I, 1L, i v, i_ i

7718 N, State Road 9 Loa ) v Tt b e e

Sheloyvile, IN 46176 Invoice Number; 34198
Invoice Date: Aug 14, 2007

Page; 1
volce: (317) 8357591
Fax:  (317) 8352814
[BiNTo: = [ Ship to:
Heartiand Resorl LLC :
1613 W. 300 N,
Greenfield, IN 48440
I
_ \
- “Customer ID — : Customer PO Payment Terms '
e, BeaRe | Net30Days |
SalesRep ID Shipping Method Ship Date Due Dals i
Hand Dellver 913t07 |
M Quantty | itoem 7 77 ""Deserpton | UnitPrice | Amount”
1.06 200 Amp 3PH Load Center 800.00 600.00
|
]
|
- T ’ Subtotal - ’ . 800,00
Sa‘m Tax ——— — . raman
Tokal Invoice Amount ) 600.00 :
Check/Credit Memo No: _Paymeni/Credit Appbed I
TOTAL 800,00

Cverdue involces are subject to late charges.
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Bruning Enterprises, Inc. , P
7718‘&.’5‘13e Road 8 ’ e e A e e
Shalbyvile, IN 46178 Involce Mumber: 33982
'muoice Date May 24, 2007
Page: 1
Voice: (317) 836-7591
Fax:  (317) 835-2814
Bnto: "_ Ship to! ™
Heaitland Resori LLC
1613 W. 300 N. i
Greenfield, IN 46140 :
| .
j t —
77" """Gusiomer 1D Customer PO Payment Terms
s ... HearRt R L T Ner30Bays
Sales Rep D Shipping Mathod Ship Date Due Data
Arbomne 6/23/07
T ouantty [ Ifem B ‘.ﬁée;iﬁﬁaﬁh Unit Price Amount
1.00 JMM3212T 5RP 3PH Motor G Fase 365.00 3656.00
i
i
i
Subtotal 366.00 ;
Salgs Tax b 21.9C-C
Tatal invoice Amount 365.00
ChackfCredit Memc No: Payment/Gredit Applied o
TOTAL 365.00

Overdue Invoices are subject o tate charges.
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' . N
Astbury Water Technology, Inc. {
ENVIRONMENTAL SEFVICES !
5933 WL 715T STREET INDIANAPOLSS, IN 46278 ) (317) 2190-1471  FAX (317) 290-1670

June 18, 2002

M. John Sealis
Heartland Resort
16123 W. 300 N,
Greenfield, IN 46140

Subject: Enviranmenta) Services Proposal
Dear Mr. Sabis:

Thark you for laking the ime 1o meet with me and show ma your plant
yesterday, The following is the proposal we discussed for the operation of the
package waslewator treatment plant located at Heartland Resort. Based an our
meeting it is my understanding that Heartland Resort is interested In the following
services from Astbury Water Technology, Inc, (AWT):

» On-site plant operation ane day per week

Sampling and testing once per week as required by IDEM
Emergency services as needed (billed as an additional cost)
Monthly report preparation 2nd submittal -

Recommend modifications and upgrades of the WWTP as necessary
{we can complete projects that your on-staff personnel do not wish to
perform)

Y ¥V ¥V Vv

Scope of Wark

Aslbury Water Technology, Inc. will strive to achisve maximum efficiency fram
- the treatment plant at all imas with the dagire to satisfy the owner, regulatory
agencies, and interested porsens at the Heartland Resort.

Operations

The following tasks will be performed at the wastewater treatment plant:

1. Understand exactly whal the regulatcry agencles expect in the way of
perfarmance, tests, and reports.
2. Become Tamiltar with the sanitary sewer collection systern and iift

stationhs.

S
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- Har. 07, 2009 9
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@ ek

J4RN  ASTBURY GROUP No. 4293 1.

Adjust air valves, blower time clocks, floals, weirs, etc., as necessary
for proper operation.
Waste and decant sludge in accordance with an established schedule.

. GCorrespond with IDEM as required concemning any upsats or exceeded

limits.

Collect samples as required by the pemmits. Samples will be prapefly
preserved and transported 10 our laboratory far analysis. Chain-ol-
Gustody will be maintelned at all times.

. Consult with the owner concerning polentfal improvements and

upgrades,
Conduct and record resuits of the followmg onsite tests:

a. Dissolved oxygen
b. pH readings
c. Temperature
d. Chlorine residual
e, Settieability

Consult with the ownar on the need for non-routine maintenance or
repairs.

10. Perform roulina maintenance ol the plant Including:

a. Visual inspections of the plant to insure proper operation of all
mechanical equipment,

b. Rake bar screen and dispose of screenings.

c. Check alr system for equal distribution along entire langth of
tank.

d. Check diffusers for efficlent operation.

e, Varify sludge returns ara operating properly.

f. Check skimmen(s) for proper operation.

g. Remove floating materials in setliing basins, agitate floating
scum to facilitate release of nitrogen gases and settling of
solids.

h. Clean sidewalls, hopper, welrs, plpe inlets and baffles in settling
basins.

. Verify operation of chiorinators and dechiotinators. Add
disinfectant or dechlor when needed.

11. Complete system review forms {our form campleted by cur operators).
12. Preparation of all IDEM required reports Including the Monthly Report

of Operaticn (MRO) and the Discharge Monitoring Report {(DMR).

3/
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CMar 17 2009 B 3hAM ASTBURY GROUP Ho. 4299 P. /7
Sampling and Testing

The analysis done by our laboratory will most likely exceed the testing done by
your former consuliant. We do more testing for procass control which helps our
operators make adjusiments to the plant and consequently contnbutes to more

efficient and effective oparation of the package plant,

The following would be sampled for laboratory analysis once per weak:
1, cBODy
a. Final Effluent -

2. Total Suspended Solids
a. Final Effluert
b. Mixad Liquor Suspended Solids
c. Retumn Activated Sludge
Tha following would ba sampled for laboratory analysis twice per month:

1. ¢BODs
a. Influent
b. Secondary Effluent
2, Total Suspended Sallds
a. Infiuent
h. Secondary Effluent
Fraquency of Oparations
Operatipns at the Heartland Resort facility will consist of one visit per week,
Proposed Fees
This Scope of Work would be based upon a propesed monthly fee of $695.00.

Astbury Water Technology, Inc. guarantees not to exceed the proposed Scape of
Work or the proposed fess without prior approval.

Services bayond the scope of this proposal will be provided as needed and billed
at $66.00/hour and 5.50/mile. Additional materials will be billed at cost plus 15%.
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| feel that our company Is Ideally suited to meet the needs of Hearlland Resort.
Our involvement at KOA Campground means that we are already in the area and
allows us to provide a more economical price for our services. If any part of this
proposal does not maet with your expectatlons, pisase et ma kmow how we can
work together to amend [t

1 appreciate tha opportunity to provide this proposal. | have entlosed a list of
references for your review. Pleasa feel free to call me if you have any questions

or comments.
Sincersly,
é;n‘f] Glaze
Project Manager

RDG/rdg

Enclosure

co; Dan Astbury, President
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TREATMENT PLANT OPERATIONS REFERENCES

Jaa Letherman
Almac Solebeer
Elkhart,IN
(219) 264-5507

Sharon Nlceum
Act Il Invastments
Lebanon, IN
{317) 769-7529

Gary Douglas
Pliot Comoaratian
Knoxwille, TN
(423) 586-7488, ext, 2746

Barhara Baker
Sun Communiies, Inc.
Indianapolis, iN
{317) B26-8531

James Dougherty
Community Management Group, Inc.
Famington Hills, M
(248) 639-9100

Martla Hurford PE, Stata Engincer
State of indiana
Publle Works Division
(317) 232-3004

Bill Johnson
Northwest Consclidated Scheols
Fairiand, IN
(317) 835-7464

Bill Witek
KOA Indianapofis
Greenflield, IN
(317) 894-1397
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No.4299

5933 W. 715T STREET INDIANAPOLIS, IN 46278

(317) 290-1471 FAX (317) 290-1670

Junse 26, 2002

Mr. John Salls
Hearland Resort
1613 W, 300 N.
Greanfisld, IN 48140

Subject: Enwirgnmental Services

Dear Mr. Salis;

As per our proposal, Astbury Water Technology, Inc., will begin operations of the
wastewater treatment plant at the Heartland Resorl beginning July 1, 2002. We
will contact to set up a time to meet for aur Inillal visit.

Please let me know if | can be of any assistance in the meantime.

Sincerely,

D/

Rgan D, Glaze
Project Manager

RDG/rdg
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Type Date
Ordinary Inccme/Expanse

inéonme

SEWERAGE INCOME
Invoice 11202007
Invoice 21172007
lowoica YAZ007
Invalea 4732007
Invoice 5/412007
Irvoice GTRIOT
Irvolce T3/2007
Imvaice 811/2007
Invoice @172007
Invoica 1a/M6/2007
Involce 11/62007
Involce 1242007
Invoice 1213072007

Total SEWERAGE INCOME

WATER INCOME
Inwoice 12002007
Invoice 2112007
Involoe. 52007
Invaice 241312007
Imvoice . 50472007
Irvoics GiTI2007
Invoice TrarzonT
trwvoice 817007
Irwolce 9/1/2007
nvoice 10M6/2007
Invoice 11/672007
[nwolfce 12/9/2007
Involce 12302007

Total WATER INCOME
‘Total Incame
Expense

Automoblle Expense
Check 1273072007

Total Avtomobile Expense

Duss and Subscriptions
Check 112007

Total Dues and Subssriptions

a5
96
97
93
99
100
101
102
103
104
105
106
107

9%
95
a7
96

100
101

106
107

x13

605

SUGAR CREEK UTILITIES INC 2000

January through December 2007

Name Mame Clr

RILEY VILLAGE H... SEWERAGE
RILEY VILLAGE H... SEWERAGE
RILEY VILLAGE H...  SEWERAGE
RILEY VILLAGE H...  SEWERAGE
RILEY VILLAGE H... SEWERAGE
RILEY VILLAGE H..  SEWERAGE
RILEY VILLAGE H... SEWERAGE
RILEY VILLAGGE H... SEWERAGE
RILEY VILLAGE H..  SEWERAGE
RILEY VILLAGEH... SEWERAGE
RILEY VILLAGE H... SEWERAGE
RILEY VILLAGEH.. SEWERAGE
HEARTLAND RES... SEWERAGE
RILEY VILLAGE H... WATER
RILEY VILLAGE H... WATER
RILEY VILLAGE H.., WATER
RILEY VILLAGE H.. WATER
RILEY VILLAGE H... WATER
RILEY VILLAGE H...  WATER
RILEY VILLAGE H... WATER
RILEY VILLAGE H... WATER
RILEY VILLAGE H.. WATER
RILEY VILLAGE H.. WATER
RILEY VILLAGE H... WATER
RILEY VILLAGE H.. WATER
HEARTLAND RES... WATER
HEARTLAND RES..  AUTO LEASE

Profit & Loss Detail

ALLIANCE OF INDI_..

Spiit Aot Balance
Accounts Rec.., 4,140,060 4,140.00
Accounls Rec... 4,140.00 8.280.00
Accounis Rec.., 4,140.00 12,420.00
Accounts Reg.., 4,140.00 16,560.00
Aczaunts Rec... 4,140.00 20,700,00
Accounis Rac.., 4,140.00 24,840.00
Atcounts Rsc... 4,140.00 28,980.00
Accounts Rec... 4,140.00 33,120.00
Accounts Reo..., 4,§40,00 37 260,00
Accounts Rec.. 4,140.00 41,400.00
Accounis Rec... 4,140.00 45,540.00
Accounts Rec., 4,140,00 45,680.00
Acceunts Rec... 18,483.00 68,143.00

§8,143.00 08,143.00

ACCUI:IH[S Rec... 1,380.00 1,380.00
Acgaunls Reg.. 1,380.00 2,760.00
Accounts Rec,,. 1.350.00 4,140,00
Accounts Rag... 1,380.00 5,520.00
Accounts Rec... 1,380.00 6,800.00
Accounts Rec... 1,380.00 8,250.00
Accaurls Rec... 1,380.00 8,660,00
Agcounts Rec. . 1,380.60 11,040.00
Accounts Rec.,, 1,360.00 12,420.00
Accounts Ree... 1,380.00 13,800.00
Accounts Rec... 1,380.00 15,180.00
Accoun’s Rec.,, 1,380.00 16,500.00
Actounts Rac... B,154.00 22,714.60
22,714.00 22,714.00

90,857.00 90,857.00

HEARTLANDY... 4,800.00 4,800.00
4,800.00 4,800.00

GREENFIELD... 100.00 100.00
100.00 100.00

Pags 1
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D3reng
Accrual Basle

Type Date Nuem
Equlpment Rontal
hack

12r30/2007 x13
Tetal Equipment Rental

inaurance
Uabllity Insurance
Bl 8007
B 513172007
Bin &72007
Bl 1112007

Tetal Lahitity Insurance

Total ingurance
Licenses and Parmits

IUPPS
EL 1/26/2007
Check 412472007 522
Bil 8/8/2007
Bill 10/247/2007

Total IUFPS

Licenses and Permits - Othar
Chack 1172007 606
Check 1112007 604
B 1NER007
Bl B/27/2007

Tola! Licenses and Permits - Other

Total Licenses and Permits

OFFICE RENT
Chack 12302007 X13
Totat OFFICE RENT
Professlonal Fees
Lagal Fees

Bit 712512007
B@ 8i7r2007

Tolal Legal Fees

SUGAR CREEK UTILITIES INC 2000
Profit & Loss Detail

January through December 2007

Nama Memo
HEARTLAND RES... BACKHOE
HAMMONS, ROEE...

HAMMONS, ROBE...

HAMMONS, ROEE..,

HAMMONS, ROBE...

IUPFPS

IUPPS L3181

UPPS 2QTR

IUPPS 2 QTR

IDEM INVQICE 000....
IDEM IWVOICE 000...
IDEM npdes
INDLANA UTIUTY ..

HEARTLAND RES.. 2007 OFFIC...

BOSE MCKINNEY ...
BOSE MCKINNEY ...

Cir

Split Amout Balance _
HEARTLAND/... 2,800,00 2,800.00
2,800.00 2,820.00

Accounts Pay.., 470.00 470.00
Accounts Pay.., 470.00 840,00
Accounts Pay... 4700 1.410.00
Accounts Pay... 470.00 1,800.00
1,880.00 1,880.00

1,880.00 1.880.00

Accounts Pay... 3510 35.10
GREENFIELD... 85.40 130,50
Accaunts Pay... 350 162,00
Actounis Pay... 10.80 17280
17280 172.80

GREENFIELD... 350.00 350,00
GREEMNFIELD,.. 100.00 450.00
Accounts Pay... 350.00 800.00
Accounis Pay,,. £9.85 B8D.63
888.85 885,65

1,062 4% 1,00245

HEARTLANDY... _4.500.00 4,5!]3.[)9
4,500.00 4,500.00

Accounts Pay... 50,00 50.00
Aecounts Pay.., 50.00 100.00
100.060 100.00

SST 4O L8 DV
6LSEP 'ON ISAVD
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D3f16/09
Acerual Baxis

) Typa Data Num
MARAGEMENT FEES
Genaral Journal 2122007 25
General Journal 2222007 24
Genaral Jounal 432007 29
Ganaral Journal 4HQr2007 30
Ganeral Journal S102007 2
General Joumnal &H02007 33
Genersl Joumal o007 24
Genargl Journal 82007 35
Generzl Journal 1072007 36
General Jounal 10/10/2007 37
Genaral Joumal 11402007 a8
Geners! Journat 12102007 40
Total MANAGEMENT FEES
Tolat Professional Fees
SEWAGE EXPENSE
CONTRACTUAL SERVICES
Check 17202007 608
gil 2222007
Bill 22007
Bill 4192007
BN 5312007
Bia 5731/2007
Bill 6/18/2007
Bill 2712007
Bill 112502007
Bil &Tr20aT
Bl RTr00T
Bil 87ROV
BiF a/1vi00T
Bill &M 72007
Bill 72007
Bil 11/12007
Bil 117232007
B 1272172007
Totel CONTRACTUAL SERVICES
ELECTRIC PLANT
Check 121302007 X143

Total ELECTRIG PLANT

SUGAR CREEK UTILITIES INC 2000
Profit & Loss Detail

January through December 2007

Hama

ASTBURY WATER...
ASTBURY WATER...
ASTBURY WATER...
ASTBURY WATER...
ASTBURY WATER...
ASTBURY WATER...
ASTBURY WATER..
COMMERCIAL SE...

ASTBURY WATER...
COMMERCIAL SE...

COMMERCIAL 8E...

FISK EXCAVATIN...

BRUNING ENTERP...
ASTBURY WATER...
ASTBURY WATER...
ASTBURY WATER...
ASTBURY WATER...
ASTEURY WATER...

HEARTLAND RES...

Mamo

111044
111398
111682
112089
112423
912504 CH..
112803

JET TRUCK
113208

JET TRUCK

PORT TOLIE...
200 AMP BOX
113551
113877

11465

114882
114682

Cir

Split Amount Balance
GREENFIELD... 2,000.00 2,000.00
GREENFIELD... 2,000.00 4.000.00
GREENFIELD... 2,000.00 65,080.00
GREENFIELD.,, 2,000.00 £,000,00
GREENFIELD.., 2,000,00 10,000.00
GREENFIELD.., 2,000.00 12,000.00
GREENFIELD... 2,000.00 14,000.00
GREENFIELD.., 2,000.00 16,000.00
GREENFIELD.,, 2,400.00 18,000.00
GREENFIELD.., 2,000.00 20,000,00
GREENFIELD... 2,000.00 22,000,00
"GREENFIELD... ,000,00 24.000.00

24,000.00 24,000.00

24,10000 24,100.00
GREENFIELD_. S21.00 921.00
Asoounts Pay... §21.00 1,842.00
Accounts Pay... 921.00 2,763.00
Azcounts Pay... 921.00 3,684.00
Accounts Pay... 1.101.33 4,783.33
Accounts Pay.., 542785 10,213.29
Accounts Pay... 1.197.24 11,410.53
Accounts Pay.., 150.00 11,580.53
Accounly Pay... 1,178.74 12,74027
Accounts Pay... 300.00 1304027
Accounts Pay... 382.00 1343227
Aczourts Pay... 175,00 13,607.27
Accounts Pay... §00.00 14,207.27
Accounts Pay... 21,00 {5,128.27
Accounts Pay.. g521.00 16,049.27
Accounts Pay... 1,114,652 17,163.88
Acnounts Pay... 921.00 18,084.88
Accounts Pay... S1.00 19,009.89

18,005.85 18,005.83
HEARTLANDY... 12,000.00 12,000.00

12,000.00 12,000.00

Page 3
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Acgrual Basis

SUGAR CREEK UTILITIES INC 2000

Profit & Loss Detail
January through December 2007
_Type  Deta Num Name ~ Memo
MATERLAL & SUPPLIES
HYDRASERVE
Bk 712572007 TTWATER&WA ..  PUMP
Bill BUAI2007 ITT WATER & WA, PUMP
Talal HYDRASERVE
Total MATERIAL & SUPPLIES
B CONTRACTED EXPENSE HEARTLAND
Check 12202007 x13 HEARTLAND RES...
Check 1273072007 X43 HEARTLAND RES.., ADD HRS
Cherk 1213002007 X13 HEARTLAND RES.. ADDHRS K.
Total 8 CONTRACTED EXPENSE HEARTLAND
Tolal SEWAGE EXFENSE
Taxss
Property
12/3072007 X2 HEARTLAND RES...
Total Property
STATE RECEIPTS TAX
Check Ar1172007 614 INDIANA DEPART... 1st QTR
Check 111172007 G48 INDIANA DEPART.. 2ZND & 3RD ...
Check 12r282007 566 INDIANA DEPART...  4dibqlr
Total STATE RECEIPTS TAX
Total Taxes
WATER EXPENSE
CONTRACTUAL SERVICES
Bl /222007 HANCOCK WATER...
Bill 2RA2007 HANCOCK WATER..,
Bl 3122067 HANCOQCK WATER...
Bl 41972007 HANCOCK WATER...
8l 53707 HANCQCK WATERL..
BIn B 82007 HANCOCK WATER...
Bill aH 72007 HANCOUK WATER...
Bill 82072007 HANCQCK WATER...
Bill 10/8/2007 ESG LABORATORI...
Bil 1202172007 DELTAWATER MA... SCC
Bill 122112007 HANCQCK WATER...
Tolal CONTRAGTUAL SERVICES
ELECTRIC WATER
Chetk 124362007 x13 HEARTLAND RES...

Total ELECTRIC WATER

Cir

—_——

Spiit Amount Balance
Accounts Pay,,, 3, 718582 3718.652
Accaunts Pay... 3.707.54 7.426.06

7426.06 _ 7.426.06

7.426.06 7,426.06

HEARTLANLY.., 9,855.00 9,855.00
HEARTLANDY... 1,082.00 10,817.00
HEARTLANDY... 200 172000
11,728.00 11,728.00

§0,160.95 50,160.95

HEARTLANLY... 1,834.00 1,534.00
1,934.00 1,934,060

GREENFIELD... 231.84 231.84
GREENFIELD,., 4531.68 695.52
GREENFIELD.., 3ra.48 . 127200
1,272,00 1,272.00

3.206.00 3,206.00

Accounts Pay... 25.00 25.00
Accounts Pay... 25.00 5.0
Accounis Pay... 25.00 75.00
Accounts Pay... 25.00 100.00
Accounts Pay... 50.00 150.00
Accounts Pay... 75.00 2500
Accounia Pay... 25,00 250.00
Acgounts Pay... 100.00 350.60
Accounts Pay... 30,00 380.00
Accounts Pay... 1.670.00 2,050,00
Accounts Pay... _ _ZED L 2,075.00
2,075.00 2,075.00

HEARTLANDY... __ 4,800.00 4,800£D
4,800.00 4,800.00

Page 4
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Mar 16 09 02:42p

p.7

2:43 PM SUGAR CREEK UTILITIES INC 2000
93H8l09 Profit & Loss Detail
Accrual Basis January through Decamber 2007
Type . Date  Num _ MName Memo Cly Splk Amount Ealance
W CONTRACTED EXPENSE HEARTLAND
12r0/2007 X13 REARTLAND RES.., REARTLANDY... 3,285.00 _ 3.2856.00
Total W CONTRACTED EXPENSE HEARTLAND _3_28509 3.285.02
Tolal WATER EXPENSE _ _12.15&00_ 10,150.00
Tolal Expense - m _12?,?59.40
Net Ordinary lncome ___ -hsizdo -11,912.40
NatIncome 11,812.40

-11,812.40
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MAS ATTACHMENT 1

CAUSE NO. 43579
Daniels, Sandy PAGE 91 OF 155
From: Levay, Daniel
Sent: Tuesday, March 17, 2009 2:42 PM
To: Daniels, Sandy, Stull, Margaret; Bell, Scott
Subject: FW: Sugar Creek Utility Company, Cause No. 43579

Attachments: Responses to 5th DataReq.PDF

From: Whitton, Kathy E. [malito:kwhitton@boselaw.com]
Sent: Tuesday, March 17, 2009 2:41 PM

To: Levay, Daniel

Cc: pc_cpa@msn.com; jsalisir@aal.com; Shoultz, Nikki
Subject: Sugar Creek Utility Company, Cause No. 43579

Attached please find a copy of Sugar Creek Utility Company, Inc.'s Responses to the OUCC's Fifth Set of Data
Requests.

BOSE Kathy E. Whitton
McKINNIEY  Administralive Assistant

E-mall: KWhiien@bosalaw. com
& EVANS 1L  Direct phone: 317-684.5185
Direct fax: 317-223-0165

ATTOHNEYS AT LAW :  boselaw.com

111 Monument Circle | Suite 2700 | Indianapolis, Indiana 46204
Main phone: 317-684-5000 | Main fax: 317-684-5173

. This message is from the law firm Bose McKinney & Evans LLP. This message and any attachments may

contain legally privileged or confidential information, and are intended only for the individual or entity identified
above as the addressee.

If you are not the addressee, or if this message has been addressed to you in error, you are not authorized to
read, copy, or distribute this message and any attachments, and we ask that you please delete this message and
attachments (including all copies) and notify the sender by return e-mail or by phone at 317-684-5000. Delivery of
this message and any attachments to any person other than the intended recipient(s) is not intended in any way

to waive confidentiality or a privilege.

All perscnal messages express views cnly of the sender, which are not to be atiributed to Bose McKinney &
Evans LLP, and may not be copied or distributed without this stalement.

3/17/2009
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STATE OF INDIANA

INDIANA UTILITY REGULATORY COMMISSION

IN THE MATTER OF THE PETITION OF )

SUGAR CREEK UTILITY COMPANY, INC, ) CAUSE NO. 43579
FOR APPROVAL OF A CHANGE IN )

RATES AND CHARGES. ) Served: 3/24/09

SUGAR CREEK UTILITY COMPANY, INC.’S
RESPONSES TO THE QUCC’S SIXTH SET OF DATA REQUESTS

Sugar Creek Utility Company, Inc. (“Sugar Creek™) submits its Responses to the
Indiana Office of Utility Consumer Counselor’s (“OUCC") Sixth Set of Data Requests as

follows:

GENERAL OBJECTIONS:

1. Sugar Creek objects to the OUCC’s Data Requests insofar as the OUCC
attempts to impose upon Sugar Creek obligations diflcrent from, or in excess of, those
imposed by the Indiana Rules of Trial Procedure, the Indiana Administrative Code or by
the administrative law judge.

2, Sugar Creek objects to the Requests to the extent they seck disclosure of
private and confidential business plans, analysis, strategies, data, customer records and
other sensitive information protected from unwarranted disclosure or discovery by
applicable law. Sugar Creek will not disclose such information until such time as an
appropriate confidentiality order has been entered by the Commission and executed by
the parties.

3. Sugar Creek objects to the Requests to the extent they seek information

protected by the attorney-client privilege, the work-product doctrine, or other applicable
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privileges and protections. Sugar Creek hereby claims all applicable privileges and
protections to the fullest extent implicated by the Requests and excludes privileged
information and materials from its responses. Any disclosure of such information or
materials as & result of Sugar Creek’s responses or otherwise is inadvertent and is not
intended to waive any applicable privileges or protections.

4. Sugar Creek reserves ll objections as to relevance and materiality. Sugar
Creck submits these responses and is producing materials in responsc to the Requests
without conceding the relevancy or materiality of the information or materials sought or
produced, or their subject matter, and without prejudice to Sugar Creek’s right to object
to further discovery, or to object to the admissibility of proof on the subject matter of any
response, or to the admissibility of any document or category of documents, at a future
time. Any disclosure of information not responsive to the Requests is inadvertent and is
not intended to waive Sugar Creek’s right not to produce similar or related information or
documents,

5. Sugar Creek objects to the Requests to the extent they call for
identification of, or information contained in or derived from: (a) news articles, trade
press reports, published industry services or reference materials, or similar publicly-
available sources that are available for purchase or otherwise to the OUCC; (b} materials
that are part of the public record in any legislative, judicial or administrative proceeding
and reasonably available to the OUCC; (c) materials generated by the QUCC and thus
presumably in the OUCC’s own possession, custody or control; (d) materials otherwise
available to the OUCC where response to the Request would impose unnecessary or

unjust burdens or cxpense on Sugar Creek under the circumstances; and/or () previously
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submitted or available to the QUCC in prefiled testimony, pre-hearing data submissions
and other documents already filed with the Commission in the pending proceeding.

Subject to and without waiving the foregoing General Objections, each of which
are incorporated by reference into the responses below as if fully restated therein, Sugar
Creek provides the following responses to the OUCC’s Requests. Sugar Creek’s
responses are based on the best information presently available; Sugar Creek reserves the
right to amend, supplement, correct or clarify answers if other or additional information
is obtained, and to interpose additional objections if deemed necessary.

REQUESTS

Q-89: Per Sugar Creek’s response to data request Q-25 Sugar Creek intends to file errata
to correct Mr. Callahan’s testimony. Please state when these errata will be filed
with the Commission and whether updated rate schedules will be made available,

Response:  When Sugar Creek’s counsel and accounting witness have an
opportunity to complcte the above-referenced task instead of responding to the
OUCC’s mauliiple sets of Data Requests, Sugar Creck will file the errata. Sugar
Creek does not know the exact date when these errata will be filed, and if the errata
results in the need to update the rate schedules, then Sugar Creek will update them.

Q-90: Please provide legible copies of all test year chemical invoices charged and/or
allocated to Sugar Creek.

Response; Sugar Creek believes that the QUCC’s staff reviewed and inspected
these documents during its on-site audit in February, 2009. Sugar Creek attempted
to duplicate the invoices to respond to this Question, but because the originals are in
poor condition, the legibility was diminished even further when a photocopy was
attempted,

Q-91: How many gallons of chorine, on average, are needed on an annual basis to
operate Sugar Creek’s sewer plant in conformity with state and federal
regulations?

Response: Approximately 165 gallons of liquid chlorine plus approximately 150
pounds of chlorine tablets.
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Q-92: Please confirm that the Heartland Resort facilities uses chorine for both the indoor
swimming poo! and the outdoor beach area.

Response: True.

Q-93: Please explain why no chemicals were allocated to indoor swimming pool usage
during the test year. (See Petitioner’s workpapers for chemical expenses.)

Response: The pool chemicals were purchased by Heartland Resort; therefore,
there would be no need for any allocation. Mr. Salis purchases chemical (tablets)
for the pool through Sam’s Club. These tablets are used in the wastewater
treatment plant as well. If anything, the cost of the tablets should be allocated to
Sugar Creek,

Q-94: Per Sugar Creek’s affiliated interest contracl for labor services, on file with the
Commission, Heartland Resort is required to: {1) maintain work orders which
identify the type of work perfortned for Sugar Creek and (2) invoice Sugar Creek
on a monthly basis for all labor provided.

a. Please provide all test year invoices from Heartland Resort to Sugar
Creek for labor services provided under this contract.

b. Please provide copies of all test year work orders showing the work
performed including whether this is skilled or unskilled labor.

¢. Please provide the time sheets and/or other documentation available to
support the timesheet summary provided to the OUCC at its on-site audit.

Response:

a. Heartland Resort bills Sugar Creck at the end of the year. The invoice is
accessible on Heartland’s computer records, but when printing was
attempted, only the inputs printed, making the printed invoice incomplete.
Upon request, Sugar Creek will make access to this computer image
available for the QUCC’s inspection.

b. No work orders were prepared.

c Employees complete time cards reflecting the total hours worked per day or
week, but the time cards do not show the tasks performed by each employee.
Based on the management’s experience with Sugar Creek’s operational
needs, and for administrative ease, Sugar Creek assumes that shared
employees work 2 hours per day for the sewer utility and 4 hours a week for
the water.
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(Q-95: Per the timesheet summary, 730 “daily” hours were allocated to the Sugar Creek
Sewer Utility which equates to two hours each day (in a 365 day year). Please
explain what work is being performed and who is performing this work.

Response: The work being performed includes normal maintenance including but
not limited to cleaning, sludge pumping, daily plant monitoring and maintenance,
sump testing, administrative duties. The work alse includes any non-routine
maintenance or repairs. Most work is performed by Mr. Salis.

Q-96: Per the timesheet summary, 215 “daily” hours were allocated to the Sugar Creek
Water Utility which equates to approximately 4 hours each week (in a 365 day
year). Please explain what work is being performed and who is performing this
work.

Response: As the certified operator, Mr. Salis performs the majority of the work,
which includes all operation and maintenance activities including but not limited to
daily plant inspections, periodic water tests, correspondence with the water testing
lab, boil water advisory activities, leak repairs, and administrative duties,

Q-97: Per the timesheet summary, 46 hours were allocated to “grass” which the OUCC
understands to be mowing at the sewer plant. Please explain how that number of
hours was determined. Precisely what land is being mowed? What is the square
footage of the land being mowed.

Response: The 46 hours allocated te “prass” included mowing the 1.5 acres of hilly
land at the sewer plant approximately every 2 weeks between early April and late
November (approximately 17 times in 34 weeks), at 2 hours per mowing; plus an
additional 12 hours spent annually on weed control.

Q-98: Per the timesheet summary, there are 15 hours described as “meter pit” — 5 hours
each on 4/15/08, 4/22/08, and 12/22/08. Please explain precisely what work was
being performed, where the work was performed, and who performed the work.

Response: On all three oceasions, a leak initiated the work and the work performed
included investigation of the complaint; arrangement of a contractor to perform the
work; and the contractor’s installation of a meter pit and shut off valve at each
location. The meter pit and shut off valve labor was performed by Turner
Plumbing. Mr. Salis investigated and responded to the complaints; contacted the
contractor; and supervised the labor,
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(-99: On each of the following dates please explain what work was performed and who
performed the work as detailed in the timesheet summary — 7/10/2008 (36 hours),
7/11/2008 (36 hours), and 7/12/2008 (24 hours).

Response: On each of the enumerated dates, the work performed was the repair of
a sewer line, and the work was performed by Mr. Salis (1/3 of the hours); employee
Paul Scott (1/3 of the hours); and a former employee Shawn Hammond (1/3 of the

hours).
Q-100:Regarding Sugar Creek’s affiliated contract for Vehicle Leases:

a Please explain how the $400 per month charge was derived including the
calculation and all support and documentation.

b. Please provide an updated Appendix A (list of vehicles available),
¢. Why does Sugar Creek require the availability of six (6) vehicles?

d. Which vehicle(s) does Sugar Creek typically use and for what purpose(s)?

Response:
a. The figure was derived based on a reasonable lease amount for a vehicle at

the time the contract was executed.
R 2008 Jeep; 1997 Dodge Truck

c. The vehicles listed on the affiliated contract were vchicles that were available
for Sugar Creek’s use at the timc the affiliated contract was executed. Sugar
Creek is presently only using the two vehicles listed in response to Question
100(b) above.

d. Sugar Creek typiecally uses the truck wher plowing is needed, if 2 wench is
needed for lift station work, and to haul large or dirty supplies and parts.
For other smaller jobs, Sugar Creek typically uses the jeep.

Q-101:Regarding Sugar Creek’s affiliated contract for Management Services, please
explain how the $25,000 fee was determined. Please describe what executive
management services are specifically provided under the agreement.

Response: The $25,000 fee was determined as it was deemed a reasonable fee for
the services to be provided. As to what executive management services are
specifically provided under the agreement, the agreement speaks for itself. The
services include but are not limited to administrative dutfies including customer and
resident communications; state and federal regulatory compliance issues;
responding to regulatory complaints and investigations; day-to-day operation of the
water and sewer utilities; record-keeping requirements.

(Q-102: Regarding Sugar Creek’s affiliated agreement for the lease of office space:
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a Please explain how the $375 per month charge was derived including the
calculation and all support and documentation.

b. How much office space (how many rooms, how much square feet) is being
used exclusively by Sugar Creek?

c. Is the office space shared or is it for the sole use of Sugar Creek?

d. what employees occupy Sugar Creek’s office space and, on average, how many
hours is it occupied during the month?

Response:

a. At the time the affiliated contract was executed, it was determined based on
the market conditions that a monthly rent of $375 was reasonable for office
rent and telephone service.

b. The entirety of the office space i3 used by both Sugar Creek and Heartiand
Resort. The estimated square footage of the office is 315 square feet.

c See (b) above,

d. See (b) above.

Q-103: What expenses has Mr. Salis paid out of his personal account? (See Petitioner’s
response to OUCC Q-59.)

Response: The management fee and various other fees and expenses including but
not limited to engineering and legal fees, laboratory fees, electric bills, phone bills.

(Q-104: What is the total amount Mr. Salis has paid out of his personal account?

Response: For the year 2008, sce the loan from shareholder in the accounting
exhibits.

Q-105: When and how often does Sugar Creck pay each of its affiliated agreements?

Response: One time per year; typically in late December.

Q-106:1s Sugar Creek performing every aspect of its operations? If not, please describe
what aspect of its operations it is not currently performing.

Response: Yes.
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Q-107:What is Sugar Creek’s understanding with respect to who owns Fountain Lake
Drive? On what is this understanding based?

Response: Sugar Creek has not conducted an investigation to determine the current
ownership of Fountain Lake Drive. Sugar Creek understands that Fountain Lake
Drive may be owned by the Riley Village Homeowner’s Association.

(Q-108:How does Sugar Creek propose to acquire the right to place its proposed new
main in the street? (See Petitioner’s response to OUCC Q-62.)

Response: Once the ownership of Fountain Lake Drive is established, Sugar Creek
will use the means legally available to it to place its new main in the street.

As to objections,

<

- M‘z’ 2
Nikki G. Shoultz, #1650941
Bose McKinney & Evans LLP

111 Monument Circle, Suite 2700
Indianapolis, Indiana 46204
(317) 684-5000

CERTIFICATE OF SERVICE
I certify that a copy of the foregoing was served electronically upon the following
this 24" day of March, 2009:

Daniel LeVay, Esq.

Indiana Office of Utility Consumer Counselor
National City Center, Suite 1500 South

115 West Washington Street

Indianapolis, IN 46204

dlevay(@oucc.in.gov

Bose McKinney & Evans LLP
111 Monument Circle, Suite 2700
Indianapolis, IN 46204

(317) 684-5000

1349941 _t
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From: Levay, Daniel PAGE 100 OF 155
Sent: Tuesday, March 24, 2009 5:10 PM

To: Stull, Margaret; Daniels, Sandy

Subject: FW: Sugar Creek Data Responses to OQUCC's 6th Set

Attachments: SUGAR CREEK RESPONSES TO OUCC 6TH SET.PDF

From: Shoultz, Nikkl [mailto:NShoultz@boselaw.com]
Sent: Tuesday, March 24, 2009 5:01 PM

To: Levay, Daniel

Subject: Sugar Creek Data Responses to OUCC's 6th Set

Please see attached.

Nikki Gray Shoultz
Bosa McKinney & Evana LLP

E-mail: NShoultzi@boselaw.com
Direcl phone: 317-884-5242

www.boselaw.com

From: Sharescan

Sent: Tuesday, March 24, 2009 4:58 PM

To: Shoultz, Nikki

Subject: Scanned Document from Bose McKinney & Evans LLP
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Ao eeipnentn Y b infeaghon w sy sy

Al prrsuiel messages capress aows only ol e den wiieh e noi o be aliribetad o Bose MeKinney &
Evans LLP il oy pea e copicd of dishibadod saii-ont b statenieni,

file://1:\Restricted\Temp Scan\Sandy\current\FW Sugar Creek Data Responses to OUCC's .., 3/25/2009
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SUGAR CREEK UTILITY COMPANY, INC.
Cause No. 43579
On-Site Audit Questions from the QUCC

Pages
Alliance of Indiana & IDEM 1-6
Asibury Waler 7-8
Fisk Excavaling 9
Chemical 10-14
Purchased Power 15 - 40
Liability Insurance 41 - 49
Employee Labor Charges 50 -51
Equipmant Rental 52

Vehicles 53
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ALLIANCE OF INDIANA

Copies of invoices.

IDEM FEES & NPDES FEES

Found one of tha January, 2008 invoices.
Could not find the other two.

| have included the 3 invoices for 2009.
(1) Wastewater fee $350.00
(2) PWS fee $350.00
(2) PWS fee $100.00
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P.O. Box 428 r W_\ Due Date Invoice #7

Beech Grove, IN 46107

(888) 937-4992 1/1/2008 ) 1/31/2008 3716 J

Description Amount

Annual Membership Dues: Small Utility Member 100.00

Total $100.00
Make Checks Payable to: Creit
Alliance of Indiana Rural Water Payments/Credits $0.00

Balance Due $100.00J

Federal Tax 1.D. # 31-1033584

Approximately 6% of your membership dues support government advocacy efforts and arc not tax deductible,
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- - - PLEASE DETACH AND RETURN TOP PORTION WITH YOUR PAYMENT.

Due Date Invoice # w
Beech Grove, IN 46107 7
(888) 9374992 11172009 ) 113172009 4814 J
Description Amount
Annual Membership Dues: Small Utility Member 100.00
Total $100.00
Make Checks Payable to: o o/ Credit 0

Alliance of Indians Rural Water raymentis/Lredils $0.00

\Balancc Due $100.00 J

Federal Tax LD #31-1033584

Approximately 10% of vour membership dues support government advocacy efforts and are not tax deductible.

Da
121

GRI



MAS ATTACHMENT )
CAUSE NO. 43579

. swuas SAGIHHL U PEQBI 1
INDIANA DEPT OF ENVIRONMENTAL MGMT Invoice Na: 00008611 1P AGE 105 OF I55
CASHIER OFFICE - MAIL CODE 50-10C Invoice Date! 0140712008
100 NORTH SENATE AVENUE Customer Number: CS5T100002486
INDIANAPOLIS IN 46204 Bill Type: 023
Payment Terms: NET 60
Due Date: 03/07/2008
Bill To:
SUGAR CREEK UTILITY CO INC
ACCOUNTS PAYABLE AMOUNT DUE: 350.00 usp
1643 WEST 300 NORTH

GREENFIELD IN 48140

Amount Remitted
D Nole Address Changes Abt;va
| For biling questions, please-call—-— 317-233-0604 oo oo oo R
Line Ad] Identfier Description Quanlity UOM Unit Amt Nat Amount

- PLERSE NOTE NEW REMIT TO ADDREEE ABOVE.

- Annual Fee Billing is reguired for acktlve NPDRA permits under Indiana Code: IC 13-18-20. To view
via the Internet vielt: http://uwww. IN.gov/legislative/ic/code/titlell/farin/oh20. html

- Facilities with nn discharge are still required to pay any appllcable base Fee as long as the
permit is active. A permit ile active until a written regoest for termination 15 submitted to IDEM
and must be recelved prior to Jan 1 of the year.

+ NPDES permlt fees are based on the actlivity statues ag of January 1 of thc current yeax. Fecs are
not pro-rated. If a facllicty is sold or the permit terminated during the billing year, the entire
amount of the assepsed fee remalns due and payable.

- If payment of the full assessed fee amount imposes an undve burden upon the parmit holder, the
facility may notify this agency no later than Pebruary 15th to pay instead four equal :i.nsta].lme'ﬁl:s
spread evenly over the year. o
~ Payments not received or received after the DUE date are subject toc a dolinquency charge equal to
10% of the aspessed fee, EBlther the complete feoe payment or the 1st Installment is due Maxrch 15 (60
days afrer the ascesement date).

~ If geveral permits or invoices are to be paid by one check, you MUST INCLUDE A COPY QF EACH
BILLING THVOICE in order to ensure proper credit for each fee agaesoment.

-~ Por questione regarding flow values and inveice amounts contact the Office of water Quality at
317-232-8472. Flow based fees are based on reported flow values for a twelve month period snding in
June of tha previous year.

1 05-TN0036528-0 #ape Fee -Semi-Public Minor 1.00 200.00 200.00
- 2 -0B-INCO3B%2R-O. - Flow_Bee for. .02 MGD-. _ .===morie. . ciokalfessts B T U1 1. 1. SR v
— -
| TOTAL AMOUNT DUE - 350.00
A copy of your involee must be included with payment.
495 T0REM rrinted on Racycled Paper priginal
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INDIANA DEPT OF ENVIRONMENTAL MGMT invoice No: 000098016P AGE 106 OF 1
CASHIER OFFICE - MAIL CODE 50-10C Invoice Date: 01/09/2009
100 NORTH SENATE AVENUE Customer Number: CST100002486
INDIANAPOLIS IN 46204 Bill Type: 023

Payment Terms: NET 60

Due Date: 03/10/£2009

Bill To:

SUGAR CREEK UTILITY CO ING
ACCOUNTS PAYABLE AMOUNT DUE: 350.00 uspb

1813 WEST 300 NORTH
GREENFIELD IN 46140

Amount Remitted

D Nola Address Changes Above

-

- Forbilling questions, pleasecall- - - ~317-2330604- - -~ -— - —= oo~ T T T e T
Line Adj Idenlifier Descriplion Quanlity UOM Unit Amit Net Amount
1 09-INQO3E528-0 Bage fee -Semi-Public Minor 1.00 200.00 200,00
2 09-INC016528-0 Flow Fee for .013 MGD 1.00 150.00 150.00

- Annual Fee Billing is required for active NPDES permits under Indiana Code: 1¢ 13-18«20. To view
via the Internet visjit: http://www.IN.gov/legislative/ic/code/titleld/arla/cha0 heml

-~ Facilities with no discharge are still required to pay any applicable base fee as long as the
permit is active. A permit is active until a wrirten request for termination is submicted to IDEM
and must be recelved prior to Jan 1 of the Year.

- NPDES permit fees are bagsed on the ackivity status as of January 1 of the current year. Fees are
not pro-rated. If a Facility is sold or the permit terminated during the billing year, the entire
amount cf the agsessed fee remains due and payable.

- If payment of the Ffull assessed fee amount imposes an undue burden upen the permit holder, the
£acllity may notify this agency ne later than Pebruary 15th to pay inatead Eour equal inatallments
spread evenly over the year.

~ Paymants not received or received aftar the DUE date are subject te a delinguency charge equal to
10% of the assessaed Lee. Either the complete fee paywmont or the 1gt ipnstallment is duk March 15 (60
days after the assesament date) .

- If several permits or invoices are to be paid by one check, you MUST 1NCLUDE A COPY OF EACH
BILLING INVOLCE in order to enaure proper credit for each Fee asscsament.

- For questiens regarding flow values and invoice amounts contact Nancy Coker in the Office of Water
Quality at 317-234-6690. Flow based fees are baged on reported flow values for a twelve month
period ending in June of the previgus year.

[ TOTAL AMOUNT DUE ; 350.00

A copy of your invoice must be included with payment.

ENT 1
79
55

495-IDEH

Pristed on Recy¢led Poper original
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INVOICE
.ase Remit To: Page: 1
INDIANA DEFT OF ENVIRONMENTAL MGMT Invoice Mo: 000095732
CASRIER OFFICE - MAIL COOE 50-10C Invoice Date: 01/02/2009
100 NORTH SENATE AVENUE Customer Number: CST100002486
INDIANAPOLIS IN 16204 Bill Type: 060
Payment Terms: NET 60
Due Date: 03/03/2009
Bill To:
SUGAR CREEK UTILITY CO INC
MR JOHN SALIS-RILEY VILLAGE AMOUNT DUE: 350.00 usp
1613 WEST 300 NORTH
GREENFIELD IN 45140
Amount Remitted
D Nole Addrass Changes Above
" Forbilling questions, pléase call 317-233-0604 - T - -
Line Adj identifier . _ Description Quantily UOM Unit Amt Net Amount
1 09-IN5230006C-0 PRS Fe= - 3VC:180 1.00 350.00 35D.00

- This annual fee billing is required for active Public Water Syatems (to Qefray the coats of
administering activities of the federal Safe Drianking Water Act} under Indiana Code: IC 13-1B-20.5.
To view via the internet, vieit:

- http://www, 1N _gov/legicslative/ic/code/titlel3d/ar1a/ch20.5 . html

- Fees are based on the activlty etatus as of December 31 of the previous year.

- Fees on Community Water Systems will be based on the number of serviece connections on record for
tha month of December of the prlor year

- Fees ares not pro-rated. If a syetem is sold or inactivated duriung the bLilliny year, the amount of
the agsesged fee remaini Jdue and payable.

~ If payment of tha assessed fee amount imposes an undue burden on tha public water system, the
facility may notify this Agency within forty-five (45) days of this invoice date Lo pay in four
equal ingtallments within a year. .

- Payments not received or received after the DUE date are subject to a delinguency charge equal to
10% of the assesased fee,

- If several involces are tc be paid by one check, you MUST INCLUDE A COPY OF EACH BILLING INVO1CE
in order to ensure proper credit for each fee agsessment.

- For questions rcgarding your assessed fee amount, please contamct Deborah Glover in the Operaticna
Section, Office of Water Quality at 317-232-BA72. i

-~ ATTENTION: The rdue date shown in the upper right hand coxner of this invoice reflects the
otandard &0 daya past the invoice print date.

TOTAL AMOUNT DUE : 350,00

A copy of your involce must be included wlith payment.

495- IDEM Princed on Hecycled Papey Oclginal
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. MAS ATTACHMEN
Please Remit To: CAUSE NO. 43579
INDIANA DEPT OF ENVIRONMENTAL MGMT INVOICE Nu.
. PAGE 108 OF 155
CASHIER OFFICE - MAIL. CODE 50-10C invoice Dats: 01/02/2009
100 NORTH SENATE AVENUE Customer Number; C3T100003812
INDIANAPOLIS N 46204 Bill Type: 0862
Payment Terms: NET 60
Due Date: 03/03/2009
Biil To:
HEARTLAND RESGRT
MR JOHN SALIS AMOUNT DUE: 100.00 usp
1513 WEST 300 NORTH
GREENFIELD IN 46140
Amount Remitied
D Note Addrass Changes Above
i " For billing questions, please call 3172330804 T — ST
Line Ad] identifier Dascription CQuantity UOM Linit At Net Amount
1 0%-TH2)00848T-0 PHE Fel - GW 1.400 190,00 100.00

- This annual fee billing ia required for active Public Water Systems {to Qefray the coets of
administering activitiee of the federal Safe Drinking Water Act) under Indimna Code: IC 13-18-20.5.
To view via the internset, wvisit:

- htrp://www.IN.gov/legislative/ic/code/titleld/arla/ch2e.5. heml

- Fees are baced on the activity status as of December 31 of the pravious year.

~ Fees on Transient Non-Community Water System will be based on the type of water system on recoxd
by December 11 of the prior year.

- Fees are not pro-rated. If a system Is sald or inactivated during the hilling year, the amount of
the assessed fee remains due and payable.

- 1f paywment of the assessed fec amount imposes an undue burden on the public water system, the
facility may notify this Agency within Eorty-five (45) days of this invoice date te pay in four
equal installments within a year.

- Paymonts not received or received after the DUYE date are subject to a delingquency charge egual to
10% of the ascesseq fee.

= 1f several invoices are to he paid by one check, you MUST INCLUDE h COPY OF ERCH BILLING INVOICE
in order to ensure proper credit for ecach fee agsessment.

- Por guestions regarding your assessed fee amount, please contact Deborah Glover in the Operations
Sectior, Office oF Water Quality at 317-232-8472.

- ATTENTION: The due date shown in the upper right hand corner of this invoice reflects the
standard 60 days past the invoice print date.

[ ToTAL AMOUNT DUE : . 100.00

A copy of your invoice must be included with payment,

SUGAR CREEK UTILITIFe 1up

495-1DEH Printed on Recycled Paper Qriginal




MAS ATTACHMENT 1
CAUSE NO. 43579
PAGE 109 OF 155

ASTBURY WATER

Copy of May, 2008 invcice is attached.

The invoice includes chemical costs,



MAS ATTACHMENT 1
CAUSE NQO. 43579

PAGE 110 OF 155
Astbury Water
Technology, Inc,
5933 Wast 71st Street Phone / 317-328-7153
Indianapalis, IN 46278 Fax /317-328-7159
May 1, 2008 INVOICE# 117145
invoice to: Heartland Resort Ship to: Same
1613 W. 300 N.

Greenfield, IN 46140
Attn: John Salis

P.O. #:

INVOICE
Description Total Price
Wastewater Treatment Plant Operations for the month of $921.00

May, 2008
3 - 15 Gal. Liguid Dechlor @ $52.90/ea. (Delivered 04/02/08) $158.70
Freight: $65.00
Invoice Subtotal: $1,144.70
Indiana Sales Tax (7%): $15.66
Total Invoice Amount: $1,160.36
0TS
S{tfsd

Terms: Net 30 days

Please make check payable to Astbury Water Technology, Inc.
Please refer to invoice number on remittance. B



FISK EXCAVATING

Fisk was contracted to remove sludge from treatment
plant. in addition, they would clean-out the porta-toilets.

Now, Fisk is not contracted to do the sludge removal, but
did clean-out the porta-toilets. They billed for that service
separately. It appears this costs should not be paid by
Sugar Creek's customers.,

MAS ATTACHMENT 1
CAUSE NO. 43579
PAGE 111 OF 153



MAS ATTACHMENT 1
CAUSE NO. 43579
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CHEMICAL INVOICES

Original invoices are yellow and the print is
very light. if you need the originals, we'll be
happy to provide them,
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ACKAGING HM DESCRIPTION " QUANTITY PRODUCT  CONTAINER ¢
ORDERED BACK ORDERED CODE DEPOSIT

JRS DURING TRANSPORTATION:

matertals are properly classified, described, packaged, marked, and labeled, and are in proper
.0 the applicable regulatons of the Department of Transportation.

Re

L 5 =

*THE GOODS COVERED BY THIS DOCUMENT SHALL CONSTITUTE ACCEPTANCE . & &

RMS AND CONDITIONS OF SALE STATED ON THE REVERSE SIDE HEREOF. -

iBY ACKNOWLEDGES RECEIPT OF ALL REQUIRED MSDS(S). i ey g
) oS

Date: oL G. /é'; N =5

— 7 3

T INTWHDVLLV SVIA
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BRENNTAG.

PRODUCT  CONTAINER
PACKAGING HM QUANTITY

OESCRIPTION M DRDERED BACK ORDERED code DEPOSIT
CCURS DURING TRANSPORTATION:

materials are properly classified, described, packaged, marked, and [abeled, and are in proper
Lo the applicable regulations of the Department of Transportatian.

?THE GOODS COVERED BY THIS DOCUMENT SHALL CONSTITUTE ACCEPTANCE

RMS AND CONDITIONS OF SALE STATED ON THE REVERSE SIDE HEREOF. . l
iBY ACKNOWLEDGES RECEIPT OF ALL REQUIRED MSDS(S). { /7

Date:

ST 4O PIT OV
6LSEY "ON ASOVD

T INTIWHOVLLYV SYIA
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KAGING HM DESCRIPTION M QUANTITY PRODUCT  CONTAINER GRC
: ORDERED BACK ORDERED CODE DEPOSIT Wi

S DURING TRANSPORTATION:

materials are properly clagsified, described, packaged, marked, and labeled, and are it proper
to the applicable regulations of the Depariment of Transportation.

ta

F THE GOODS COVERED BY THIS BGCUMENT SHALL CONSTITUTE ACCEPTANCE
IRMS AND CONDITIONS OF SALE STATED ON THE REVERSE SIDE HEREOF. _—
¥BY ACKNOWLEDGES RECEIFT OF ALL REQUIRED MSDS(S). Z

B e 1 2
< Date: - . - 0-?(’ 7

SST JO STI HOVd
6LSE€F "ON HS1VD
[ INFINHDVLLYV SYIN



BRENNTAG

PRODUCT CONTAINER
PACKAGING AM QUANTITY

DESCRIPTION M ORDERED BACK ORDERED CODE DEPOSIT
CURS DURING TRANSPORTATION:

207.9

ted malerials are properly classified, described, packaged, marked, and labelcd, and are in proper
ing to the applicable regularions of the Department of Transpartation.

. OF THE GOODS COVERED BY TBIS D OCUMENT SHALL CONSTITUTE ACCEPTANCE

.TERMS AND CONDITIONS OF SALE STATED ON THE REVERSE SIDE HEREQE. > .

EREBY ACKNOWLEDGES RECEIPT OF ALL REQUIRED MSDS(S). ’ g g ¢ Z 7’ 2’
N

_£ Date:

ST 40 91T IOV
6L8€F "ON HSNIVO
[ INAWHDVLLY SV



PURCHASED POWER

(Invoices attached)

January
February
March
April

May

Juna

July
August
September
October
November
December

Total

Water Utility

Sewer Utility

$ 5912.96
8,022.14
6,724.98
7,143.04
6,421.28
9,549.37

10,466.16
11,873.34
13,485.08
8,517.45
7,787.66

6,047.39

$101,950.85

4,800.00

12,000.00

% of Total

47%

11.8%

MAS ATTACHMENT 1
CAUSE NO. 43579
PAGE 117 OF 155

11



9:36 AM
03/02/09

HEARTLAND RESORT LLC

All Transactions for CENTRAL INDIANA POWER

January through December 2008

Type Num Date Account Amount
Jan - Dec 08
Bili 12/17/2008 Accounts Payable 5,047.39 /
Bill Pmt -Check 7969 12M17/2008 GHEGKING -5,047.39
Bill 11/19/2008 Accounts Payable -7,787 66
Bill Pmt -Check 7934 11/19/2008  CHECKING 7,787 66 é/
Bitl 10/17/2008 Accounts Payable 8.517.45
Bill Pmt. -Check 7902 10/17/2008 CHECKING -8,517.45
Bill 9/15/2008 Accounts Payabie -13,485.08 Vs
Bill Pmt .Check 7855 91572008 CHECKING -13,485.08 -
Bill 8/22r2008 Accounts Payable -11,873.34
Bill Pmt -Check 7791 872212006 CHECKING -11,873.34
Bill Pmt -Check 7704 7/23/2008 CHECKING -10,466.18
Bill 7/5/2008 Accaunts Payable -10,466.16
Bill Pmt -Check 7664 B6/26/2008 CHECKING -9,549.37 -~
Bill 6/15/2008 Accounts Payable -9,549.37
Bill 5M17/2008 Accounts Payable 5,422 .42
Bill Pmt -Check 7570 5M7/2008 CHECKING -6,422.42 (}‘{1]‘ t
Bill 4/10/2008 Accounts Payable -7,143.02
Bill Pt -Check 7515 4/10/2008 CHECKING -7.143.02
Bili 3M12/2008 Accounts Payable 6,724.98
Bill Pmt -Check 7453 3/12/2008 CHECKING -6,724.98
Bill 2/18/2008 Accounts Payable -8,022.14
Bili Pmt -Check 7435 2/18/2008 CHECKING 8,022,147
Bil 1/25/2008 Accounts Payable -5,912.96 g
Bill Pmt -Check 7410 1/25/2008 CHECKING -5,912.96
Jan - Dec 08

v

S1 40 811 4DVd
6LSEY "ON ASNAVD
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2300800005 Group: 35284

Central
Indiana 2243 £ MAiN STREET

PO BOX 188
POWCT GREENFIELD IN 46140-0188

A Touchstone Enengy® Cooperative gl____}'

Otfice Hours: 7:30am to 4:30pm Monday - Friday

Billing Inquities: (317)462-3417 or (B00)350-9556

Email: Billing@cipowsr.com -~ www,cipower.com

24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

HEARTLAND RESORT LLC
1613 w N
GREENFIELD IN 46140-9578

Bill Date; 01/16/2008

IMPORTANT INFORMATION

Allow ampls time for dalivery bafore the dua date whan
mailing your payment.

Outside depository is available after hours for your
conveniance.

it your bil! states "Account is Subject to Disconnsct . . .*, the
balance forward amount nseds to be paid immaediately to
aveid disconnection.

Ragister any question about this bill prior to the due data,

Page 1 of 1

ELECTRIC

2800600005
27693784 600 1211407 o1/04/08
PREVICUS BALANCE
PAYMENTS

DEMAND CHARGE
ENERGY CHARGE
PRIMARY SERVICE DISCOUNT
STATE SALES TAX
ELECTRIC SERVICE TOTAL

GSDMD 106600 kwh
9474 8591 70200 kwh

REGULAR

$7,983.90
-7,963.90
1,036.46
4,557.33
-45.30
332,91
5,861.40

SC1 40 611 HOVd
G6LSEY "ON ASNOIVD
T INTWHDOVLLV SV
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1508910000 Group: 35288

Central

Indiana 2243 E MAIN STREET

PCBOX 188
Power GREENFIELD IN 45140-0188

A Torchsrone Fnergy® Cooperative m

—

Office Hours: 7:30am to 4:30pm Monday - Friday

Billing Inquiries: (317)462-4417 or (800)350-9566

Email: Blliing@clpowar.cam — www.cipower.com

24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

1649 1 Av 0.312 4 1649
HEARTLAND RESORT LLC c-5 B-5
1613 W 300 N

GREENFIELD IN 46140-9578

I|IIIIIlllllllllllllll[lllllllllI[Ill'llllllllIlIIIIII!IIIII"

IMPORTANT INFORMATION

Allow ampie time for dalivery befora the dus data when
mailing your payment,

Qutside depository is available after hours for your
conveniance.

If your bill states "Account is Subject to Discannect .. ", the
balance forward amount neads to be paid immediataly to
avoid disconnection,

Register any question about this bill prior to the due date.

Bill Dale: 01/16/2008 Page 1 of 1

ELECTRIC 1509910000

RILEY VILLAGE LT105REAR GEN S7 kwh REGULAR

21340820 1 12111/07 01/04/08 24 Days 9698 2806 108 kwh
PREVIOUS BALANCE $35.78
PAYMENTS -35.78
ENERGY CHARGE 28.77
STATE SALES TAX 1.79
ELECTRIC SERVICE TOTAL 31.56

31

SS1 A0 071 ADVd
6LSEY "ON ASOVD

T LINAWHOVLLY SYIN

b oo bt e

[




2800000005  Group: 15285

Central

ndiana 2243 € MAIN STREET

PO BOX 188

v

7 Ower GREENFIELD iN 46140-0188
A Touchstone Energy® Cooperative SL_)(

Office Hours: 7:30am to 4:30pm Monday - Friday
Billing inquiries: (317)462-4417 or (800)350-9566
Email; Billing@cipower.com --- www.cipowar.com
24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

HEARTLANU RESORT LLC
1613 W 300 N
GREENFIELD IN 46140-9578

IMPORTANT INFORMATION

Allow ample time for delivery before the due date when
mailing your payment.

QOutside depository is available after hours for your
convenience,

i your bill states "Account is Subjoct to Bisconnect . . .", tha
balance forward amoun! needs to be paid immediately to
avoid disconnettion.

Register any guestion about this bill prior to the due date.

Bill Date: 02/14/2008 Page 1 of 1
Service Type Account# | Service Location | Rate | Usagad Year Ago " Bill Type |
b - Service Mater Fteadlngs )
Meéter . . Usage
Nurmber Mulitiplier From 1 To Perigd Provious j Prosent Current Usage $Amount
ELECTRIC 2300600008 1613 W 300N GSDMD 112200 kwh REGULAR
27693784 600 01/04/08 02/07/08 34 Days 9591 9766 105000 kwh
PREVIOUS BALANCE $5,881.40
PAYMENTS -5,881.40
DEMAND CHARGE 991.85
ENERGY CHARGE 6,685.75
PRIMARY SERVYICE DISCOUNT -43.35
STATE SALES TAX 452.06
ELECTRIC SERVICE TOTAL 7,986

SST A0 171 AOVd
6L8CY "ON ASOAVD
I ININHDVLLV SV
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1509910000 Group: 35286

Office Hours: 7:3Cam to 4:30pm Monday - Friday
Billing Inquiries: (317)462-4417 or (800)350-9566
Ermail: Billing@cipower.com — www.cipower.com

r—

24 HOUR EMERGENCY OR POWER CUTAGE

1-866-305-1270

l643 1 Av 0.312
HEARTLAND RESORT LLC
le6l3 W 300 N

GREENFIELD IN 46140-9573

IMPORTANT INFORMATION

ailing your payment.

convenisnce.

Allow ample time tor delivery before the due date when

Central
h£ma 2243 E MAIN STREET o

PO BOX 188
POW@I‘ GREENFIELD IN 45140-0188

A Touchsone Energy® Cooperative ‘t}(

Outside depository is available after hours for your

If your bill states "Ac¢count is Subject to Disconnect ..., the
balance forward amount neads to be paid immedizatsly to
avold disconnection.

Registar any question about this bill prior to the due date.

4 1649
¢-5 P-5

(1 P PR PO 1% P Y 1 PO P % 1P Y PP 1 Y [ P A

Bilt Date: 02/14/2008 Page 1 of 1
‘Service Typa- | Account¥# | ‘Serviee Logatlon | “Rate :}'Usage1YearAgo | BillType °
detor | o SVEE | Uoage | WeSTRRRRGE . ] T
Number | Multiplier From | o Porigd = brovious | Present —]ourrent Usage| - $Amount
ELECTRIC 1509910000 RILEY VILLAGE LT105REAR GEN 41 kwh REGULAR
21340820 1 01/04/08 02/07/08 34 Days 9806 8955 149 kwh
PREVIOUS BALLANCE $31.56
PAYMENTS -31.56
ENERGY CHARGE 33.80
STATE SALES TAX 2.03
ELECTRIC SERVICE TOTAL 35.83

Y/

[LIE I - P

SSI 4O TTL AOVL
GLSEY "ON ASOVD
JINAWHOVLLV SVIAL



2000606005 Group: 35240 IMPORTANT INFORMATINN

c ‘I'al Allow ample time for delivary bafora tha dus date whan
A 2243 E MAIN STREET mailing your paymant,

PO BOX 188
POWBI' GREENFIELD IN 46140-0188

A Touchatome Energy* Coopesacive @ If your bill stataa “Account is Subject te Discoennect .. .", the
Office Hours: 7:30am to 4:30pm Monday - Friday 5:;2?.;2?“;::13::""[ needs ta bo paid immadiataly to
Billing nquiries: (317)462-4417 or (800)350-9566

Email: Biliing@cipowsar.com — www.cipowar.com
24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

Outside dapository is available after houra for your
conveniencs.

Ragistor any gueation about this bill prior to the dus date.

HEARTLAND RESORT LLC
1613 W 300 N
GREENFIELD IN 46140-9578

Bill Date: 03/14/2008 Page 1 of 1

" Sdrvice Type Loc

. N{ﬁtﬁ;, ¥ -Multlpller- :

ELECTRIC 2800600005 1613 W 300 N GSDMD 104400 kwh REGULAR

27693784 600 02/07/08 03/06/08 28 Days 9766 9908 85200 kwh
PREVIOUS BALANCE $7,986.31
PAYMENTS -7,986.31
DEMAND CHARGE 916,34
ENERGY CHARGE 5,437.75
PRIMARY SERVICE DISCOUNT -40.05
STATE SALES TAX 378.84
ELECTRIC SERVICE TOTAL 6,692.88

12

™

(J-.‘:_k{ q9g

i
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SST 40 €21 ADVd
6LSEP "ON ISIIVD
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1509810000 Group: 35288 IMPORTANT INFORMATION

Allow ample tima for dalivery batfora the due date when
dla_na 2243 E MAIN STREET mailing yaur paymant,
=]
OWCI' GgEBgPTFTEED N 451400188 Qutside depasgitory ia available aftar hours for your

convenienca.

A Touchstone Energy® Coaperative @

Office Hours: 7:30am to 4;30pm Monday - Friday

Billing Inquiries: (317)482-4417 or (800)350-9566

Email; Billing@cipower.com --- www.cipower.com

24 HOUR EMERGENCY OR POWER QUTAGE
1-866-305-1270

it your bill states “Account is Subject to Disconnagt .. ", the
balance torward amaunt nasds to be paid immediately to
aveid disconnectian.

Register any quastion about this bill prior ta the dua date.

1861 2 AV 0.437 4 1861
HEARTLAND RESDRT LLC c-6 P-6
1613 w 300 N

GREENFIELD IN 45140-9578

IIIIIII"Illll"llll"[!llllllllilIIIIII"lllllll"ll"lllll”

Bill Date: 03/14/2008 Page 1 of 1

ELECTRIC 1508910000 RILEY VILLAGE LT105REAR GEN 32 kwh REGULAR

21340820 1 02/07/08 03/06/08 28 Days 9955 10066 111 kwh
PREVIOUS BALANCE $35.83
PAYMENTS 3583
ENERGY CHARGE ao.zs
STATE SALES TAX 1.82
ELECTRIC SERVICE TOTAL 3210

XA

N
PR S

SST A ¥I1 HOVd
6LSEY "ON ASNVD
INIWHOVLLY SYIN



2800800005  Group: 35285

Central
diang 2243 E MAIN STREET

PO BOX 188
ower GREENFIELD IN 46140-0188

A Tctﬂ:‘awnl: Energy® Cooperarive ‘J_)_

Offics Hoursa: 7:30am te 4:30pm Monday - Friday

Billing Inquiries: (317)482-4417 or (800)350-9566

Email: Billing@cipower.com --- www.cipower.com

24 HOUR EMERGENCY OR FOWER OUTAGE
1-866-305-1270

HEARTLAND RESORT LLC
1613 W 300 N
GREENFIELD IN 46140-5578

IMPORTANT INFORMATION

Allow ample time for delivery before the due date when
mailing your payment.

Qutside depository is available after hours for your
convenience,

If your bil| states "Account Is Subject to Disgonneact...", the
balance forward amount needs to be paid immediately to
avoid disconnaction.

Register any gquestion about this bill prior to the due date.

ANNUAL MEETING APRIL 19, 2008
REGISTRATION 9:00 AM. TO 11:00 AM.
BUSINESS MEETING 11:00 A

Bill Date: 04/14/2008 Page 1 of 1
Service Type l Account # l Service Location —| Rate | Usage 1 Year Aga | Bill Type,
Meter . Service Usage ~ Metor Readings _ o
Number Multiplier From | To P’_"'nof [ Previous ! Present (‘.:l,1rrqam.Usag¢..l $Amount
ELECTRIC 2800600005 1613 W 300 N GSDMD 121200 kwh REGULAR
27693784 600 03/06/08 04/09/08 34 Daya 9903 10063 93000 kwh
PREVICUS BALANCE 56,692 .88
PAYMENTS 6,692.88
DEMAND CHARGE 895.75
ENERGY CHARGE 5,850.17
PRIMARY SERVICE DISCOUNT -39,15
STATE SALES TAX 402.41
ELECTRIC SERVICE TOTAL 7,109,18

Y

7,/%«3.0‘4

/q,Ff.'f
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1509910000 Group: 15285

(Central

Tndiana 2243 E MAIN STREET

- POBOX 188
POW61 GREENFIELD IN 45140-0188

A Touchstone Energy® Cooperative )(__l_){

Office Hours: 7:30am to 4:30pm Monday - Friday

Bliiing Inquiries: (317)462-4417 or (800)350-9566

Email: Billing@cipower.com -— www_cipowar.com

24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

1639 2 Av 0.437 4 1639
HEARTLAND RESORT LLC c-6 P-6
1613 w 300 N

GREENFIELD IN 46140-9578

ll!llll”lllIl"l[ll|"llllIIIIIlllI]lll"lllIIII."IIHSII[I"

Bill Date: 04/14/2008

IMPORTANT INFORMATION

Allow ample time for delivery before the due date when
mailing your payment.

Outside depository is available atter hours or your
conveniance.

i your bili states "Account is Subject to Disconnect. ..", the
balance forward amount neads 1o be paid immediately to
avoid disconnection.

Ragistetr any question about this biil prior 1o the due date.

ANNUAL MEETING APRIL 19, 2008
REGISTRATION 9:00 AM. TO 11:00 A.M.
BUSINESS MEETING 11:00 A.M.

Page 1 of ¥

ServiceType | Account# | Sarvice Location | Rate | Usage1YearAga | Bill Type
Moter 1 .0 7 -F  Service Uvsage i Méféi‘ Readlngs ‘ I
. Number | Multipiier TFrom ] To Periad I TFrevious ] Presenl _C:urrer.u-Usa.ge . SAm_o.umh
ELECTRIC 1509910000 RILEY VILLAGE LT10SREAR GEN 46 kwh REGULAR
21340820 1 03/06/08 04/09/08 34 Days 10066 10186 129 kwh
PREVIOUS BALANCE $32.10
PAYMENTS -32.10
ENERGY CHARGE 31,94
STATE SALES TAX 1.82
ELECTRIC SERVICE TOTAL 33.86

8T A0 97T 4DVd
6LSEY "ON HSNIVD
I INFIWHOVLLY SVIA
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2800600005 Group; 35286

entral
' 2243 E MAIN STREET
PO BOX 188
OwWer GREENFIELD IN 46140-0188
A Touchsione Energy® Caoperarive )Cl)(

l—

Office Hours: 7;30am o 4:30pm Monday - Friday

Billing Inquiries: (317)362-3417 or (800)350-8566

Email: Bliling@cipower.com -— www.cipowar.com

24 HOUR EMERGENCY OR POWER QUTAGE
1-866-305-1270

REARTLAND RESORT LLC
1613 ¥ N
GREENFIELD IN 46140-9578

Bill Dale: 05/15/2008

IMPORTANT INFORMATION

Allow ample time for delivery before the due data when
mailing your paymant,

Dutside depository is avallabls after hours for your
convemience.

1f your bill states " Account is Subject to Disconnsct . . .", the
balance forward amourt neads to be paid immadiataly to
avoid disgonnection.

Register any quastion about this bill prior to the due date.

YOUR 2007 CAPITAL CREDIT ALLOCATION:

coop 52,254.28
GaT $734.43
YOUR TOTAL CAPITAL CREDIT ACCOUNT:
TOTAL UNRETIRED: $22,207.40

Page 1 of1

i

ELECTRIC 2800600005 1613 W 300 N GSDMD 66600 kwh REGULAR
27693784 600 04/09/08 05/07/08 28 Days 10063 10181 76B00 kwh
PREVIOUS BALANCE $7,109.18
PAYMENTS .7,108.18
DEMAND CHARGE 984.98
ENERGY CHARGE 5,030.36
PRIMARY SERVICE DISCOUNT -43.05
STATE SALES TAX 418B.06
ELECTRIC SERVICETOTAL 6,390.35

~)
W\

AL LI T R s

NOTICE: YOUR CAPITAL CREDIT ALLOCATION IS DETAILED ABOVE.
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1509010000 Group: 35285 IMPORTANT INFCRMATION

Allow ample time for delivery befora the dua date when
dla_n_a 2243 E MAIN STREET mailing your payment.
Power PO BCX 188 Qutside depository is available after hours tor your
GREENFIELD IN 46140-0188 Conveniencs,
AT e gy Cooperative .——--’l If your bill states “Account is Subject to Disconnect ., .”, the

) ) balance forward amount neaeds to be paid immediatsly to
Offica Hours: 7:30am to 4:30pm Monday - Friday aveid disconnection.

Billing Inquirios: (317)462-4417 or (800)350-9566

Email: Billing@cipower.com — www.cipowar.com

24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

Ragisater any quastion about this bill pricr to the due date.

1856 1 Av 0.324 4 1856
HEARTLAND RESORT LLC c-5 p-5
1613 W 300 N

GREENFIELD IN 46140-9578

IIIIIIlIIIIIIIIIIIlIIIIIII]IIIIIIIIIllll"llill”l{ll"lllll{l

Bill Date: 05/15/2008 Page 1 of 1

ELECTRIC 1509910000 RILEY VILL AGE LT105REAR GEN 63 kwh REGULAR
21340820 1 04/09/08 05/07/08 2B Days 10195 10291 96 kwh
PREVIOUS BALANCE $33.86
PAYMENTS -33.84
BALANCE FORWARD 0.02
ENERGY CHARGE 2B.89
STATE SALES TAX 2.02
ELECTRIC SERVICE TOTAL 30.93

YA
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2800600005 Group: 35286

entral
1ANa 2243 E MAIN STREET

PO BOX 188
ower GREENFIELD IN 46140-0128

A Touchstume Epengf® Cooperative ?gj_?(

Office Hours: 7:30am to 4:30pm Monday - Friday

Bllling Inguiries: (317}462-4417 or (300)350-9566

Email: Billing@cipower.com --- www.cipowar.com

24 HOUR EMERGENCY OR POWER QUTAGE
1-856-305-1270

HEARTLAND RESORT LLC
1613 ¥ N
GREENFIELD IN 46140-9578

Bill Date: 06/19/2008

IMPORTANT INFORMATION

Allow emple time for delivery betore the dus date when
mailing your payment.

Qutsida depository is availabla aftar hours for your
convenience,

If your bill states "Account 18 Subject to Disconnact . . .”, the
balance forward amount needs to be pald immediately to
avold disconnection.

Register any quastion about this bill prior to the due date.

Page 1 of 1

T

ELECTRIC 2800600005

27633783 600 05/07/08
PREVIOUS BALANCE
PAYMENTS
DEMAND CHARGE
ENERGY CHARGE
PRIMARY SERVICE DISCOUNT
STATE SALES TAX

ELECTRIC SERVICE TOTAL

06/11/08

o~
-3

GSDMD 115200 kwh

REGULAR
10191 10385 116400 kwh
$6,390.35
-6,390.35
141055
7,543.57
5165
622.47

9,514.94

i
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1509910000 Group: 35286
Central
gld]aﬂa 2243 € MAIN STREET

PO BOX 188
OwWer GREENFIELD IN 46140-0188

A Touchstone E.nug‘v@CmpcmLive ﬂ)(

—

Office Hours: 7:30am to 4:30pm Monday - Friday

Billing Inqulries: (317}462-4417 or {BGG)350-9566

Emall: Billing@cipower.com — www.cipower.com

24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

1861 2 Av 0.449 4 1861
HEARTLAND RESORT LLC c-6 P-6
1613 v 300 N

GREENFIELD IN 46140-9578

IIIII]IIIIIIII"IIIl"llllllllll.llllill'l”lllllll]lll"lllll“

Bill Date: 06/19/2008 Page 1 of 1

IMPORTANT INFORMATION

Allow ample time for delivery bsfore the due date when
mailing your paymant,

Outside depository is available after hours for your
conveniance,

If your bilt states "Account is Subject to Disconnact .. .*, the
balance forward amount neads to be paid immediately to
avoid disconnection.

Ragistar any quastion about this bill prior to the due date.

ELECTRIC 1508910000 RILEY VILLAGE LT105REAR GEN 32 kwh REGULAR
21340820 1 05/07/08 06/11/08 35 pays 10291 10434 143 kwh
PREVIOUS BALANCE $30.93
PAYMENTS -32.07
BALANCE FORWARD -1.14
ENERGY CHARGE a324
STATE SALES TAX 233
ELECTRIC SERVICE TOTAL 34.43

. YA
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2800600005  Group: 35286

%Lmral
. ANA 2243 £ MAIN STREET

PO BOX 188
ower GREENFIELD IN 46140-0188

A Tourhstone EnuzyQOmpemxive g__!?

Otfice Hours: 7:30am to 4:30pm Monday - Friday

Billing Inquiries: (317)462-4417 or (800)350-5566

Email: Billing@cipower.com — www.cipower.com

24 HOUR EMERGENCY OR POWER QUTAGE
1-868-305-1270

HEARTLAND RESORT LLC
1613 W 300 N
GREENFIELD IN 46140-9578

IMPORTANT INFORMATION

Allow amplae tima for delivery before the due date whan
mailing your payment.

Outside depesitory is available after hours for your
convaniance.

it your bill atates *Account is Subject to Disconnact . . ., the
balanca forward amount neads to ba paid immadiately to
avoid discannection.

Register any question about this bill prior to the due date.

Bill Date: 07/16/2008 Page 1 of 1

ELECTRIC 2800600005

27693784 600 06/11/08
PREVIOUS BALANCE
PAYMENTS
DEMAND CHARGE
ENERQGY CHARGE
PRIMARY SERVICE DISCOUNT
STATE SALES TAX

ELECTRIC SERVICE TOTAL

07 /os/08

1613 W 300N
27 Days 10385 105865

GSDMD 1356200 kwh REGULAR
108000 kwh

$9,514.94

-9,514.94

2,138.43

7,694.11

-83.90

§82.40

10,431.03

fe. Y6k 1o
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1509910000  Group: 35286

Central
diang 2243 £ MAIN STREET

PO BOX 188
OWer GREENFIELD IN 46140-0188

A Touchstone Energy® Cooperarive rg_tg(

Office Hours: 7:30am to 4:30pm Monday - Friday

Bitling Inquiries: {317)462-4417 or (800)350-9566

Email: Billing@cipower.com — www.cipower.com

24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

1863 1 AV 0.324 4 1863
HEARTLARD RESORT LLC c-5 P-5
1613 W 300 N

GREENFIELD IN 46140-9578

!llIIIIIIIIIIIIII[IIIIIlllIIlIIIIIIIIIII[Illlllllllll”lllll“

IMPORTANT INFORMATION

Aliow ample time for dslivery befora the dus date when
mailing your paymant.

Qutside depositary is available after hours for your
convanisnce,

it your bill states " Account is Subject to Disconnect . . .*, the
balance forward amount neads to be paid immadiataly to
avoid disconnection.

Register any question about this bill prior to the due data.

8ill Date: 07/16/2008 Page 1 of 1

T

ELECTRIC 1509910000

RILEY VILLAGE LT105REAR GEN 28 kwh REGULAR

21340820 1 08/11/08 G7/08/08 27 Days 10434 10572 138 kwh
PREVIOUS BALANCE $34.43
PAYMENTS -34.43
ENERGY CHARGE 32.82
STATE SALES TAX 2.30
ELECTRIC SERVICETOTAL 35.12

SSL A0 Z€1 ADVd
6LSEY "ON ASNLYD
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2600800003 Group: 33284

Copen
diang 2243 E MAIN STREET

PO BOX 188
Power GREENFIELD IN 46140-0188

Tauchstone Energy® Coopertive }(1){

-

A
Office Hours: 7:30am 10 4:30pm Maonday - Friday
Billing inguiries; (317)462-4417 or (800)350-9566

Email: Billing@cipower.com -— www.cipower.com

24 HOUR EMERGENCY OA POWER QUTAGE
1-888-305-1270

HEARTLAND RESORT LLC
1613 W 300 N
GREENFIELD IN 46140-9578B

Bill Date: 08/14/2008

iMPORTANT INFORMATION

Allow ample time for dalivery before the due date when
mailing your paymaent.

Outside depasitory is avallable after hours for your
convenience.

If your bill statea "Account is Subject to Disconnact. . .", tha
balance forward amount needs to be paid immediataly to
ayoid disconnaction,

Register any guastion about this bill prior to the due date.

Page 1 of 1

ELECTRIC 2800600005

GSDMD 143400 kwh REGULAR
27653784 600 07/08/08 0B/G7/08 10565 10785 132000 kwh
FPREVIOUS BALANCE $10,431.04
PAYMENTS -10,431.04
DEMAND CHARGE 2,141 57
ENERGY CHARGE 9,014.12
PRIMARY SERVICE DISCOUNT -93.60
STATE SALES TAX 77435
ELECTRIC SERVICE TOTAL 11,836.44
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1309910000 Group: 332848

c{llana 2243 E MAIN STREET

PO BOX 188
ower GREENFIELD IN 45814C-0188

A Touchswre Energy® Cooperative g__)

Office Hours: 7:30am to 4:30pm Monday - Friday

Billing Inquiries: (317)462-4417 or (800)350-9566

Email: Billing@cipower.com — www.cipower.com

24 HOUR EMERGENCY OR POWER QUTAGE
1-866-305-1270

1642 1 AY 0.324 4 1642
HEARTLAND RESORT LLC c-5 P-5
1613 W 300 N

. GREENFIELD IN 46140-9578

Illllll"lllll"lIll"IIIIIIIIIIIIIIIIII“IIIIIII”II”IIIII"

IMPORTANT INFORMATION

Allow ample time for delivery before the due date when
maillng your payment.

Outzside depository is available after hours for your
convenisnce.

If your bill states “Account is Subject to Disconnect . . .*, the
balance forward amount needs to be paid immediately to
avoid disconnection.

Register any quastion abaut this bill prior {o the due date.

Bill Dale: 08/14/2008

ELECTRIC 1509810000 RILEY VILLAGE LT105REAR GEN 28 kwh REGULAR
21340820 1 07/08/08 08/07/08 30 Days 10572 10728 156 kwh
PREVIOUS BALANCE $35.12
PAYMENTS 35,12
ENERGY CHARGE 34.49
STATE SALES TAX 241
ELECTRIC SERVICE TOTAL 36.50

1¢
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2800600005 Group: 15286

entral
diana 2243 £ MAIN STREET

PO BOX 188
POWC[' GREENFIELD IN 461400188

A Touchstone Energy® Cooperative K,_!?(

Office Hours: 7:30am to 4:30pm Monday - Friday

Billing Inquiries; (317)462-4417 or (800)350-9566

Email; Billing@cipowar.com ~— www.cipower.com

24 HOUR EMERGENCY OR POWER QUTAGE
1-86B8-305-1270

HEARTLAND RESORT LLC
1613 W _300 N
GREENFIELD IN 46140-9578

Bilf Date: 09/16/2008

IMPORTANT INFORMATION

Allow ample time for delivary before the due date when
mailing your paymant,

Qutside depository is available after houra for your
cohvohienca.

It your bill states "Account i3 Subject to Disconnect ., ", the

balance forward amount needs to be paid immediately to
avoid disconnaction,

Regiater any question about this bill priar 1o the due date.

13 F8s. ot

!

soph

Page 1 of 1

ELECTRIC 2800600005 GSDMD 183600 kwh REGULAR
27653784 600 08/07/08 05/09/08 10785 10sse 128400 kwh
PREVIOUS BALANCE $11,836.44
PAYMENTS 11,836.44
DEMAND CHARGE 2,525.95
ENERGY CHARGE 10,148.77
PRIMARY SERVICE DISCOUNT 110,40
STATE SALES TAX £79.50
ELECTRIC SERVICE TOTAL 13,443 82
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1309910000 Group: 35288

Central

Indiana 224s £ man sTREET

+ POBOX188
POWG_ GREENFIELD IN 46140-0188
A Touchstone Energy® Cooperative ‘___‘2(

Otfice Hours: 7:30am to 4:30pm Monday - Friday

Billing Inquiries: (317)462-4417 or {£00)350-9566

Email: Billing@<¢ipower.com -— www.cipower.com

24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

4 1645
C-6 P-6

1645 2 AV 0.449

HEARTLAND RESORT LLC

1613 W 300 N

GREENFIELD IN 46140-9578

Ilillll“lllil”lltIl"IIIIIIIIIIIIIlNI"Illllll"ll"lllll"

Bill Date: 09/16/2008

IMPORTANT INFORMATION

Allow ample time for delivery bafore the due date whan
mailing your paymant,

Qutside depository is available after hours for your
convanience.

If your bill states "Account is Subject to Disconnact . ..", tha
balance forward amount needs to ba paid immediately to
avoid disconnsction,

Regisater any question about this bill prior to the due date,

Page 1 of 1

ELECTRIC 1509910000

RILEY VILLAGE LT105REAR GEN

76 kwh REGULAR
21340820 1 08/07/08 05/08/08 33 Days 10728 10912 184 Kwh
PREVIOUS BALANCE $36.90
PAYMENTS -36.90
ENERGY CHARGE 3856
STATE SALES TAX 2.70
ELECTRIC SERVICE TOTAL 41.26
> 9
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2800600005 Group: 35286 IMPORTANT INFORMATION

c tfal Allow ample tima for delivery betore the due date when
1aN4A 2243 E MAIN STREET mailing your paymant.
ower EO EBEONXF?ESSD N 481 Outajde depository is available after hours for your )
R L 46140-0188 convenience. '
A Touchatone wwﬂn i.-‘;; ¥ It your bill states *Account is Subject to Disconnect. . .", the

balance forward amount needs to be paid immediately to

Otfice Hours: 7:30am to 4:30pm Monday - Friday avoid disconnaction.

Billing Inquiries: (317)482-4317 or [BD0)350-9566
Email; Billing@cipower.com - www.cipower.com Ragister any quastion about this bill prior to the dus date.
24 HOUR EMEAGENCY OR POWER OUTAGE

1-866-305-1270

>0
iy
-
% |
o

HEARTLAND RESCRT LLC
1613 W 300 N
GREEHFIELD IN 46140-9578

Bill Date. 10/14/2008 Page 1 of 1

ELECTRIC 2800600005 1613 W 300 N GSDMD 108600 kwh REGULAR
27693784 600 09/09/08 10/07/08 28 Days 10999 11137 82800 kwh
PREVIOUS BALANCE $13,443.82
PAYMENTS -13,843.82
DEMAND CHARGE 1,520.38
ENERGY CHARGE 6,469.35
PRIMARY SERVICE DISCOUNT -68.45
STATE SALES TAX 554.63
ELECTRIC SERVICE TOTAL 8,477.91

|
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1509910000 Girgup: 5286

%ﬁél}tral
ana 2243 E MAIN STREET

PO BOX 188
POWCI GREENFIELD IN 46140-0188

A Touchstone Energy® Cooperarive ﬂ}(

—

Ottice Hours: 7:30am to 4:30pm Monday - Friday

Billing Inguiries: (317)462-4417 or {800)350-9586

Email: Billing@cipower.com -— www.cipower.com

24 HOUR EMERGENCY OR POWER OUTAGE
1-866-305-1270

1642 1 Av 0.324 4 1642
HEARTLAND RESORT LLC c-5 P-5
1613 W 300 N

GREENFIELD IN 46140-9578

Llnbdbnutldulilolibanteldudbnbllolle i

IMPORTANT INFORMATION

Aliow ampla tima for dalivery bafora the dua date whan
mailing your payment,.

Qutside depository is available atter hours tor your
convenience.

If your bill states *Account is Subject to Disconnect. . .*, the
balance forward amount neads to be paid immadiataiy to

avoid disconnection,

Register any question about this bill prior to the due date.

Bill Date: 10/14/2008 Page 1of 1

T

ELECTRIC 1509910000 RILEY VILLAGE LT105REAR GEN 101 kwh REGULAR
21340820 1 09/03/08 10/07/08 10912 11080 188 kwh
PREVIOUS BALANCE $41.26
PAYMENTS 4126
ENERGY CHARGE 36.95
STATE SALES TAX 2.58
ELECTRIC SERVICE TOTAL 39.54

2%t
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200000005 Growp: AS286

Central
Incﬁana 2243 E MAIN STREET

PO BOX 188
Power GREENFIELD IN 45140-0188
A Touchstone Energ® Cooperative @

Office Hours: 7:30am to 4:30pm Monday - Friday

Billing Inquities: {317)462-4417 or {800)350-9566

Email; Billing@cipower.com — WWW.Cipowsar.com

24 HOUR EMERGENCY OR POWER QUTAGE
1-866-305-1270

HEARTLAND RESORT LLC
1613 ¥ 300
GREENFIELD IN 46140-9578

IMPORTANT INFORMATION

Altow ample time for delivery before the dus dats when
mailing your paymant.

Cutside depository is available after hours for your
eonysnionco,

If your bill states " Account is Subject to Disconnect .. .". the
balance forward amount needs to ba pald immadiately to
avoid disconnaction.

Registar any question about thig bill prior to the due date.

Bill Date: 11/14/2008

ELECTRIC 2800600005 1613 W 300 N G5DMD 41800 kwh REGULAR
27693784 600 10/07/08 11/11/08 35 Days 11137 11276 83400 kwh
PREVIOUS BALANCE $8,477.91
PAYMENTS «8,377.91
DEMAND CHARGE 1,105.10
ENERGY CHARGE 5,178.79
PRIMARY SERVICE DISCOUNT -48.30
STATE SALES TAX 506.49
ELECTRIC SERVICE TOTAL 7.742.08

Y
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1509910000 Group; 35286 IMPORTANT INFORMATION

CentIal Allow ample time for delivery before the due date when
diana 2243 € MAIN STREET mailing your paymant,
= PO BOX 188 . . . .
OWET GREENFIELD IN 46140-0188 g:rtliiedr:ai;i:::sttory is available after hours for your
A Toxhsune Energyf® Cooperarive m

-— If your bill atates "Account is Subjact to Disconnaect .. .", the )
Office Hours: 7:30am to 4;:30pm Monday - Friday E:ﬁ:ﬁﬁ;gﬂ:ﬂ;{,"n‘?“m neads to be paid immadiataly to i
Billing Inguiries: (317)362-4417 or (800)350-9566

Email: Billing@cipower.com -~ www.cipower.com Register any question about this bilt prior to the due date.
24 HOUR EMERGENCY OR POWER QUTAGE

1-866-305-1270

1645 1 AV 0.324 4 1645
HEARTLAND RESORT LLC c-5 P-5
1613 w 300 K

GREENFIELD IN 46140-9578

'lllllllllIlllllllllllllllllllllllllllllII“'"II[III“IN]I"

Bill Date: 11/14/2008 Page 1ol1

Nﬁﬁ,‘f;‘;, Muditiplier
ELECTRIC 1509910000 RILEY VILLAGE LT105REAR GEN 120 kwh REGULAR
21340820 1 10/07/08 11/11/08 35 Days 11080 11304 224 kwh
PREVIOUS BALANCE $30.54
PAYMENTS 3558
ENERGY CHARGE 42.60
STATE SALES TAX 2.98
ELECTRIC SERVICE TOTAL 4558

ST A0 OPT HOVd
6LSEP "ON ASNVD
T INAIWHDVLLY SYIN

3
|



bt

20000D000S  Group; 35286

Central
Tidiana 2243 € maN STREET

PO BOX 188
POWE‘I GREENFIELD IN 46140-0188

A Touchsione Encrpy® Coopemative AJ;)(
Otfice Hours: 7:30am to 4:30pm Manday - Friday
Billing Inquiries: {317)462-4417 or {800)350-9566
Email: Billing@cipower.com — www.cipower.com
24 HOUR EMERGENCY OH POWER OUTAGE
1-866-305-1270

HEARTLAND RESORT LLC
1613 W 300 N
GREENFIELD IN 46140-9578

Bill Date: 12/15/2008

IMPORTANT INFORMATION

Alljow ampl¢ time for delivery betors the due date when
maifing your payment.

Outside depasitory is available after hours for your
convaniance,

it your bill atates "Account is Subject to Disconnect ., ", the

balance torward amount neads to be paid immediatsly to
avoid disconnaction.

Ragister any question about this bill prior to the due date,

Amcunt Due $6,006.34 by 01/05/2009
Page 1 of 1

ELECTRIC 2800600005 1613 W 300 N GSDMD 107400 kwh REGULAR
27693784 600 11/11/08 12/08/08 27 Days 11276 11386 66000 kwh
PREVIOUS BALANCE $7,742.08
PAYMENTS -7,742.08
DEMAND CHARGE 806.52
ENERGY CHARGE 4,842.13
PRIMARY SERVIGE DISCOUNT -35.25
STATE SALES TAX 392,94
ELECTRIC SERVICE TOTAL 6,006.34
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15089910000 Group; 35286

Central
InAd1ana 2243 = MAIN STREET

1 PO BOX 188
POW T GREENFIELD IN 46140-0188

A Torchstone Energy® Cooperative ﬁ__!__)(

Office Hours: 7:30am to 4:30pm Monday - Friday

Billing inquiries: (317}462-4417 or {800)350-9566

Email: Billing@cipower.cam — www.cipowar.com

24 HOUR EMERGENCY OR POWER QUTAGE
1.-866-305-1270

1639 2 AV 0.44% 4 1639
HEARTLAND RESORT LLC c-6 p-6
1p13 W 300 N

GREENFIELD IN 46140-9578

IIIIIII”IIIIIIIIJIlllllllllIlllllllllll”lllIIII[I]I’IIIIII“

IMPORTANT INFORMATION

Allow ampie tims for dalivery before the dus date when
mailing your payment.

Qutgide depository is availabie aftar hours lar your
convafience,

If your bill states "Account ia Subject to Disconnect .. .", the
balanee farward amount ne¢ds ta be paid immediately to
avoid disconneaction,

Register any question about this bilf prior to the dus dats.

Amount Due $41.05 by 01/05/2009

Bill Date: 12/15/2008 Page 1 of 1

umber 1. Fre B TG - Pre aseh! i R
ELECTRIC 1505910000 RILEY VILLAGE LT105REAR - GEN 152 kwh REGULAR
21340820 1 11/11/08 12/08/08 27 Days 11304 11486 182 kwh

PREVIOUS BALANCE 34558
PAYMENTS 4558

ENERGY CHARGE 38.36

STATE SALES TAX 2.69

ELECTRIC SERVICE TOTAL 41,05

Returr "his Pr n B™ Y-
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MAS ATTACHMENT 1
CAUSE NO. 43579
PAGE 143 OF 155

LIABILITY INSURANCE



Client: Sugar Creek Utilities

=3

ot

Invoicé | Eiffective |  Transaction . Descriptiom _ Amount
Policy #CAP7698573 05/31/2007-05/31/2008
| Cincinnati Insurance Company
28044 | 02/29/2008 | Installment Package (C) 470.00
Total -
470.00
Thank yaou
HRM Insurance Services, Inc. ... -Date
(317)861-7524 01/30/2008

SST O PF1 HOVd
6LSEP "ON HS1VD
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en

29041 | 02/29/2008

Installment

Ly
g

Package (O

¥ - Description Amount
L lecaps877082 05/31/2007-05/31/2008
ati Insurance Company
8,377.00
Policy #WCB969608-10
05/31/2007-05/31/2008
Cincinnati Casualty Company
Workers Compensation §13.00
IN 2nd Injury Fund 5.00

WDL QA"/{’/OW

(/ 2 00, zw)

$7,85.00

__Totai

S 855--50-

HRM Insurance Services, Inc.

(317)861-7524

.. Date .

01/30/2008

Thank you

SSTAOQ SFL DV
6LSEY "ON ASNVD
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. [P
i}

.stomer: Sugar Creek Utilitres

__Invoice | Effective | - Transaction : _Description - . Amount
Policy #CAP5149287 05/31/2008-05/31/2011
Cincinnati Insurance Company
30555 | 05/31/2008 | Renew policy Package/CQiuarterly Installment 363.00

*********’S***?*Future Invojces***********x***

08/31/2008 364.00  11/30/2008

36400 02/28/2009 364.00

HRM insurance Services, Inc.
18 East Main Street P. 0. Box 480
New Palestine, IN 46163

(317)861-7524 | -

05/16/2008

Thank You

S~
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LLC

{ Transaction. -

[

_Degeriphion. .~ v O

Anjount

B Renew policy

008 | Renew policy

Policy #CAP5877082 05/31/2008-05/31/2009
Cincinnati Insurance Company

Package/ Quarlerly instaliment

Paolicy #WCBOB83608-11 05/31/2008-05/31/2009
Cincinnati Casualty Company

Workers Comp/Quarterly Instaliment

IN 2nd Injury Fund

7.177.00

508.00
2.00

7,688.00

!

/‘IRM Insurance Services, Ing.
/| 18 East Main Street P. O. Box 480
New Palestine, IN 45183

(317)861-7524 " 1 * - Pate .

05/18/2008

Thank You
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Customer: Sugar Creek Utilities

31783 08/31/2008 Instailment

R e T ey

Cincinnati insurance Company
Package/Quarterly Installment

B S A e,

Pollcy#CAP5149287 05!311'2008—051’312011

384.00

kKRR ERKKKEKEEE L e TNvoicas® * Kk Rk 2k Kk % &
11/30/2008 364.00 - 02/28/2009

364.00

HRM Insurance Services, Inc.

18 East Main Street P. O. Box 480
New Palesting, IN 46163

(317)861-7524 |

08/01.’2008

-3
O
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staliment

3781 | 08/31/2008 | Instaliment

~alicy HCAPSBT7082 05/31/2008-05/31/2009

Cincinnaii Insurance Company

Package/ Quarterly Insialiment

Policy #WW(C8969608-11 05/31/2008-05/31/2008
Cincinnati Casuaity Company

Workers Comp/Quarterly Instaliment

IN 2nd Injury Fund

7,122.00

509.00
1.00

1,632.00

HRM Insurance Services, Inc.
18 East Main Street P. O, Box 480

New Palestine, IN 48163

(317)861-7524 (£ 58

Thank You

T SST A0 GOV
6LSEY "ON ASNVD

T INTIWHOVLLV SYIN



o e

Customer: Sugar Creek Utilities

" Invoice Effective, |

Transaction o Description . Ampunt
Palicy #CAP5149287 05312008053 ¥2011
Cincinnati Insurance Company
33234 | 11/30/2008 | Instaltment Package (C) 364.00

iRM Insurance Services, Inc.,
8 East Main Street P. O. Box 480

‘ew Palestine, IN 46163

(317861-7524]

7 Date

10/31/2008
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Customer: Heartland Resort LLC

Invoice .|  Effective |  Transaction _ Description Amount ..,

Policy #CAP5877082 03/312008-05/312009
Cincinnati Insurance Compzany

33230 | 11/30/2008 | instaflment Package {C) 7,122.00
Policy #WCB969608-11 053 V2008-05/312009
Cinginnati Casualty Company

33229 | 11/30/2008 | Installment Workers Compensation 510.00
IN 2nd Injury Fund 1.00

T Tofalw -
7.633.00

IRM Insurance Services, Inc.
8 East Main Street P, O, Box 480

ew Palesting, IN 46163

(317)861-7524| . . Date

10/31/2008

2 g1F e 2R

A~
-

SST 4O 18T HOVd
6LSEF "ON HASNIVO
1 INAIWHOV.LLVY SV

[ T,

[



EMPLOYEE LABOR CHARGES

Sewer Utility

Skilled Labar
Unskilled Labor

Per Timesheet Summary
Per General Ledger

Difference

Water Utilit

Skilled Labor
Unskilled Labor

Per Timesheet Summary
Per General Ledger

Difference

Hours Rate Charge
841.50 $ 12.00 $10,098.00
109.50 8,00 §76.00
$10,974.00

10,929.00

$ 45.00

Hours Rate Charge
27400 % 12,00 3 3,288.00
- 8.00 “

$ 3,288.00

3,285.00

$ 3.00

Mr. Salis would record hours when work was performed for the ulilities

(see timesheel summary).

Mr. Salis pays employees from $8.00 to $25.00 per hour; however, he
only charges the utilities $8.00 and $12.00. He pays ali empicyer

laxes.

Some employees are part-time and some are full-time.

MAS ATTACHMENT 1
CAUSE NO. 43579
PAGE 152 OF 155
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MAS ATTACHMENT 1
CAUSE NO. 43579
PAGE 153 OF 155

SEWER HOURS WATER HOURS
HELP HRS
DAILY 730 215
GRASS 46
MONTHLY TEST 26 TEST TO LAB
3/11/2008 5 5 SEWER PROBLEMS LAST 2 HOMES
3/12/2008 8 8
3/13/2008 6 6
41572008 5 METER PIT
42212008 5 METER PIT
5/13/2008 5 5 LIFT STATION PUMP
5/18r2008 7.5 7.5 LIFT STATION
7/10/2008 36 3 PECPLE ON JOB
7/41/2008 36
712/2008 24
8/21/2008 8 8 LIFT STATION
BACK HOE 710/2008 SEWER LINE AT DUMP STATIO 3 DAYS (fea.pfr‘ ,}
10/28/2008 8 LEAD AND COPPER TAKEN TO LABS
12/22/2008 5 METER PIT

( 109.5 876
8415 10098 -
(274 3288
7 ¢

g U:Skj“t)\ " ~_‘\\
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MAS ATTACHMENT 1
CAUSE NO. 43579
PAGE 154 OF 155

EQUIPMENT RENTAL

The hackhoe was used 24 hours in 2008.

Hours used 24
Times: rate per hour $ 100.00
Tatal $ 2,400.00

Mr. Salis billed Sugar Creek only $1,600.00 not $2,400.00,

Rate is per affiliated contract.

Per John Salis - Spoke with MacAllister's.

Daily rate $ 250.00
Weekly rate 600.00
Monthly rate 1,800.00
Plus a delivery charge 105.00
Pius a pick-up charge 105.00

Gl



MAS ATTACHMENT 1
CAUSE NO. 43579
PAGE 155 OF 155

VEHICLE

Mr. Salis said the rate is per affiliated contract.
Mr. Salis and employees use vehicles when neaded.
No tog is maintained.

53



Operating Revenues
Residential Sewer Service
Commercial Sewer Service
Penalties
Total Operating Revenues

Operating Expenses
Purchased Power
Chemicals
Sludge Removal
Materials and Supplies
Contractual Services
Transportation Expense
Insurance
Rentals

Building

Equipment
Regulatory Expenses
Bad Debt Expense
Miscellaneous Expense

Total O&M Expense

Depreciation Expense
Amortization Expensc
Taxes Other than Income:
Sales Tax
Property Tax
Utility Receipts Tax
Total Operating Expenscs

Net Operating Income

Other Income (Expense)

SUGAR CREEK UTILITY COMPANY, INC.

CAUSE NUMBER 43579

Income Statement Comparison

Water Sewer Combined
ouccec ouUCC OUCC More
Pet oucc More (Less) Pet QUCC More (Less) Pet oucCcC (Less)
$ 16,3883 3 16,560 $ (323 1% 51,201 $ 49,680 $ (1,521 | § 68,084 $ 66,240 § (1,844
5,831 6,154 323 16,942 18,463 1,521 22,773 24,617 1,844
22,714 22,714 - 68,143 68,143 - 90,857 90,857 -
4,800 4,800 - 12,000 12,000 - 16,800 16,800 -
245 - (245) 13,458 13,703 245 13,703 13,703 -
35,866 23,624 (12,242) 47,789 60,031 12,242 83,655 83,655 -
1,200 1,200 - 3,600 3,600 - 4,800 4,800 -
780 390 (390) 781 1,171 390 1,561 1,561 -
2,250 1,125 (1,125) 2,250 3,375 1,125 4,500 4,500 -
{0 0] - (800) 800 1,600 800 1,600 1,600 -
- 921 921 - 411 411 - 1,332 1,332
894 428 (466) 894 28 (866) 1,788 456 (1,332)
46,835 32,488 (14,347) 81,572 95919 14,347 128,407 128,407 -
1,477 1,477 - 4,213 4,213 - 5,690 5,690 -
2,744 686 (2,058) “ 2,058 2,058 2,744 2,744 -
v 0=
59 59 - - - - 59 59 - B z e
967 484 (483) 967 1,450 483 1,934 1,934 ] % o
283 283 - 850 850 - 1,133 1,133 . 2 j
52,365 35477 (16,888 87,602 104,490 16,888 139,967 139,967 - RO g
-y
G, M
$ (29651) 8 (12,763) $ 16,888 $ (19459) 3 (36347) % (16,838) | $ (49,110) § (49,1100 § - § E
2
-
[3*]
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Page 1 of 12

TESTIMONY OF ROGER A. PETTIJOHN
CAUSE NO. 43579
SUGAR CREEK UTILITY COMPANY, INC.

I. INTRODUCTION & BACKGROUND

Please state your name and business address.
My name is Roger A. Pettijohn, and my business address is 115 West Washington

Street, Suite 1500 South, Indianapolis, Indiana 46204.

By whom and in what capacity are you employed?
I am employed by the Indiana Office of Utility Consumer Counselor (OUCC) as a

Senior Utility Analyst for the Water/Wastewater Division.

What are the duties and responsibilities of your current position?

My duties include evaluating the condition, operation, and planning of water and

sewer utilities that are subject to [URC jurisdiction.

What is your professional background and experience?

After teaching several years for the Department of Defense Dependents Schools, 1
accepted an administrative position as Utility Director for the City of Elwood,
Indiana in 1976. Subsequently, I assumed the responsibilities of operator in
charge of the water and wastewater facilities. In 1980, I accepted a position as
Waterworks Superintendent for the City of Marion, Indiana. After taking early
retirement from the City of Manon in 1995, [ served as a project manager and

representative for a firm representing various manufacturing companies in the
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Cause No. 43579

Page 2 of 12

business of providing water and wastewater treatment equipment to municipalities
and industry. [ currently maintain a Class I Wastewater Treatment License, as
well as Water Treatment System 3 and System 5 designations (WTS-3 and WTS-
5), which are ground and surface water treatment plant certifications, respectively.

Finally, I hold a Distribution System Large (DS-L) license, all of which are issued

by the State of Indiana.

Have you previously testified before the Commission?
Yes, both on behalf of utilities for which I worked and as an analyst for the

OUCC.

What investigations have you performed in this Cause?

I read Petitioner’s testimony. 1 toured the Sugar Creek Utility Company, Inc.
(“Petitioner” the “Utility”) facilities or service area on at least three separate
occasions. Some visits included site visits with Utility owner Mr. John Salis and
Riley Village Board President Mr. Bob McDaniel. In addition, I met with Mr.
Ronald Turner of R. Tumer Plumbing & Well Service who has experience with
repairing service line and installing new service to Petitioner’s customers.
Finally, I reviewed Petitioner’s IDEM and Commission filings, participated in

Discovery and consulted with other OUCC personnel.
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What is the purpose of your testimony?

I will describe various aspects of Petitioner’s water distribution system in Riley
Village, discuss Petitioner’s proposed construction project, and describe certain
alternatives to the Project.

Please describe relevant characteristics of Petitioner’s water distribution
system in Riley Village.

Sugar Creek provides water service directly to approximately 84 residential
homes in Riley Village through a water distribution main and customer service
lines. In most cases, the water main runs under the homes and the water line is
normally tapped some few feet off the north side of the home. The sewer main
parallels the water' but the sewer service enters the home vertically off the main
whereas the water line generally comes in from the north side of the dwelling
underground and elbows straight up to the home. This design was appropriate
when the dwellings were mobile and could be moved to expose the service lines
but today the homes are fixed. Due to the location of the water main, the utility
has experienced difficulty repairing water distribution mains and service line

connections.

The water system is also undergoing an electrolysis problem. Electrolysis of pipe
is a “battery effect” caused by the juncture of dissimilar metals. In this case, an
originally installed iron pipe fitting was used to connect the service saddle to

another brass fitting before connecting to the plastic service line. As a result, the

! In one instance, I observed a home sitting directly across a sewer manhole.
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iron fitting is being corroded by serving as an anode and yielding ions to the
cathode or brass fittings. Mr. Turner advised me that he has repaired four service
line leaks in the last six months and approximately twelve leaks in the last several
months. If left unchecked one would expect this process to continue. Even

though pipe eclectrolysis is a weak current, all the iron fittings must be

significantly corroded after nearly 40 years of service.

Finally, due to the lack of service line shut-off valves and water main valves, it is
necessary for the Utility to shut-down its well or wells for main or service line
repair. This procedure results in a pressure reduction for an entire area affecting
many residents and triggering boil advisories; whereas, turning a single isolation

valve serving a customer is normally all that is necessary.

II. THE PROJECT

Please describe Petitioner’s proposed construction project (the “Project”).

The Project includes installing a new 6” water main in the street running through
Riley Village. From this new 6” main, Petitioner would install a new service line
to a meter pit, which would include meters and shut-off valves. The utilities
valves in each meter pit would be connected generally to two homes. (One
response to the OUCC’s questions indicated that meters would not be part of the
project. However, Petitioner’s PER included meter pits as part of the project.)
Once the new main, service lines, and shut-off valves are installed, the owner of

each residence would be responsible for arranging and paying for connecting the
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home’s plumbing to the piping in the meter pit.

What is the estiated cost of the project?

Petitioner estimated that the project would cost $270,000 including soft costs

such as engineering, inspection, permits and fees. In addition, Petitioner’s

engineer estimated it would cost each residential customer approximately $1,500

to connect from the home’s plumbing to the meter pit.

How is the construction project (the “Project”) beneficial?

The Project is beneficial in several ways:

1.

The water distribution main, service lines, meter pits, meters and valves
would be new and expected to have a longer service life than the existing
configuration.

Replacing the existing main will eliminate the leaks on the system
currently caused by electrolysis, as described above. New services will
eliminate the iron/brass connection.

The installation of shut-off valves as part of the project will allow the
Utility to efficiently shut-off customers who have not paid their water or
sewer bill.

The installation of shut-off valves as part of the project will allow the
Utility to shut-off customers who need to repair or replace their own
plumbing. A number of customers in Riley Village do not have, cannot
access, or do not know where their shut-off is located. Since leaking

water can be destructive in a home and also presents a safety hazard in the
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presence of electricity, it is incumbent upon every utility to be able to
shut-off a customer’s water.

5. The installation of a new main would minimize the need for repairs and
interruptions of service. Therefore, there would be fewer “Boil Water
Advisories,” which are required when water main pressure falls below 20
psi.

6. It provides for a clear delineation of responsibility between the residential
property owner and the utility for the maintenance and ownership of
service laterals. (Typically, a utility is responsible for the water main and
service line up to the curb stop, meter pit or property line, whichever
comes first. The customer is responsible for the service line on his or her
property or from the meter pit to the home and inside the home.)

7. The installation of meters will eventually make it possible for the utility to

charge its residential customers based on volume, which will also promote

conservation of water.

What are some disadvantages of the Project?

Relative to the number of customers that would provide revenues to pay for the
$270,000 project, the project is expensive costing approximately $22 to $25 per
month. Similarly, the $1,500 cost Petitioner estimates each customer would have
to incur to connect the home’s plumbing to the meter pit is significant and
prohibitive, especially when these customers are otherwise currently receiving

water service without the need to pay such an expense. Also, it is not clear how
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Petitioner would establish its right to place its new main in the Association’s
right-of-way (the street), which is apparently owned by the Home Owners
Association. These are obstacles to the project that need to be addressed. Finally,
except for the ability to have service disconnected for purposes of making repairs
and avoiding loss of service to address leaks, the quality of the water service is

not generally improved by the project. The customers will be receiving the same

untreated water at the same basic water pressure.

IIT ALTERNATIVES TO THE PROJECT

Are there alternatives to the Project that would allow the utility to disconnect
delinquent customers?

There are two basic alternatives. First, Petitioner could install new service lines
on the existing 6” main along with a meter pit, meter and other appurtenances that
would be connected to each customer’s plumbing. Second, Petitioner could
install shut-off valves only when a customer is subject to disconnection for non-

payment or Petitioner is accessing the lines to address a leak.

How does the first alternative compare with the Project?

One notable difference is that the water main will remain in place but everything
from the service saddle abutting the main (including the iron pipe fitting) to the
home will be replaced. The Utility could connect to the customers’ line outside
the holme with a compression coupling without the need for crawl space work or
tunneling. In addition, a meter pit, meter and all necessary appurtenances

belonging to the Utility will be set. The customer is responsible for his or her
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own shut-off.

Installing new service lines on the existing 6” main along with a meter pit, meter
and other appurtenances that would be connected to each customer’s plumbing
provides many of the benefits of the Project. As with the Project, Boil Advisories
will be minimized, there will be a clear delineation of service line responsibility,
customers may be readily disconnected from service, and pipe electrolysis will be
eliminated. Finally, the right-of-way issue will likely be circumvented since there
should be no need to open the street. Nor will there be any direct homeowner cost
for connecting house plumbing. However, owner cooperation will still be
necessary because work will take place on customer property. Under this option
however there is customer benefit from the security of an available shut off and

eventually metered billing without direct cost.

What will this alternative cost?

I discussed the feasibility of this option with Mr. Turner. He did not provide a
written estimate for his work. However, he verbally estimated $2,500 per umit for
a “normal” service installation with additional costs involved for any units where
tunneling is involved. Some homes already have new services and some are
abandoned but if 70 new services are installed the cost would be $175,000 plus
$20,000 for contingencies or $195,000. Alternatively, twenty services could be

installed per year over three to four years.
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Is it imperative that the main also be replaced?
No. The main itself, other than its location, has not presented a maintenance
problem such as from leaks. Further, Mr. Tumer states the PVC main is in good

shape from a corrosion standpoint. It is therefore reasonable to assume many

more years if not decades of dependable service.

Please describe the second alternative?

Finally, as the least expensive alternative, the Utility could excavate as necessary
only to install a shut-off with a valve box. Although the least expensive
alternative, it would encourages timely payment for those in arrears. As
customers become aware their service will be disconnected for non-payment,
certainly more will pay or make arrangements for payment. This option presents
by far the least costly alternative and requires less investment or borrowing by the
utility. By far the largest cost component would be labor since the only materials
involved are a valve and valve box. However, the iron pipe fitting should also be

replaced.

Why is Mr. Frazell opposed to a “case by case” Procedure?
First, it should be understood that Mr. Frazell is an engineer and has logically
presented the best engineering solution. We concur the Project would remedy

service problems from a structural perspective. However, we are not convinced

the best engineering solution is the best solution for Riley Village overall. Mr.

Frazell asserts it is not feasible to install shut-offs on existing residents on a case

by case basis. He stated that when the homes transitioned to permanent
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structures, concrete foundations were placed. He asserted that the only way to

install shut offs is to tunnel into the crawl space area.. He added that it may be

necessary to demolish the home’s floor in installing individual shut off valves.

What is your response to the above difficulties?

Mr. Frazell is referring to the installation of shut-off's on existing service lines. In
most cases in Riley Village, the service line is connected to the main outside the
home. In other words, the connection is not directly undemneath the house.
However, there are situations, presumably few in number, where the tap is below
the home and runs straight up into the home as does the sewer connection. In that
case, the service can be re-connected outside the home and joined to the
customer’s plumbing by trenching (not tunneling) under the home. Both types of
connections have been made in Riley Village by Turner Plumbing and Mr. Turner
assured me that this can be done in the future. None of the connections already

made by Mr. Tumer required the demolition of the owner’s floor.

IV. SRF PUBLIC HEARING

Did you attend the State Revolving Fund (SRF) sponsored Public Hearing
concerning the Project at Sugar Creek Utilities?

Yes. I attended the SRF Hearing on site at Heartland Resort on March 31, 2009,
SRF requires a Hearing be held to inform the community of the proposed Project
and invites questions and comment from the community. Mr. Lou Savka,
Petitioner’s engineering firm Triad Associates, Inc., conducted the meeting and

explained the Project.
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What was the community reaction toward the Project?
There did not seem to be an overall awareness of the Project or at least particulars
of the Project from which many questions stemmed. Only eight residents from
the community were present at the Hearing. Mr. Savka referred to the main being
placed in the public right-of-way in Fountain Lake Street and suggested the
$270,000 Project would likely have an attached interest rate between 3 to 4.2%.
He did not discuss the rate impact since it would be dependant upon the interest
rate but did mention a customer cost of $12 to $15 per foot to connect the
customer plumbing at the meter pit but also that the Project included a meter.

One couple seated in front complained they could not afford the hook-up.

V. CONCLUSION

What are your conclusions?

The Project is the best engineering solution to resolve Petitioner’s shut-off and
collection problem. But, the best engineering solution is not always the best
solution for the customers or the utility. Based on the significant monthly charge
and the $1,500 connection cost each customer would have to incur, I do not
expect the customers will consider it the best option over all. This charge may be
cost prohibitive for some customers and could result in fewer customers to the
utility. Other alternatives allow delinquent customers to be disconnected and at a
lower cost to the utility. The scheduled April 15 Field Hearing should provide

more insight. If a consensus among the ratepayers favors the project, 1 will
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support the Project. Meanwhile, unless the project can be done at much less

expense to the rate payer, 1 do not believe the Commission should pre-approve the
Project.

Does this conclude your testimony at this time?

Yes.



